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Report from Canada 


In December, the Board opened its first office outside the 
United States—in Montreal. And for the first time, The 
Business Record is privileged to publish a special year-end 
review of Canadian business for its readers. Prepared by 
the Board’s own Canadian economist, the article spotlights 
salient aspects of the economy for Canadian Associates of 
the Board and for Associates in the United»States who find 
their business interests or attention increasingly directed 
north of the border. 


Starting on page 9, “Business Trends in Canada” gives 
facts, figures and background material on that country’s 
agricultural and industrial activity, on its mining and re- 
sources, its home markets, on its international trade, and 
on investments and financial developments. 


Reprints of this eight-page Business Record feature will 
be available to Associates requesting them. 


Year-end Checkup on American Business 


Our year-end review of business conditions starts’on the 
reverse side of this page. In many respects, the year has 
been, as the review points out, one of paradoxes—character- 
ized by declining government spending, capital outlays and 
inventory demand: and, at the same time, by an all-time 
high record of personal consumption. 


And what is the trend, the direction at year end? Although 
final figures were not yet available, it appeared that a spread- 
ing and filling out of recovery through retail markets was 
taking place, and that “for the next several months the 
stamina of the recovery” can best be watched in “figures 
on personal income, retail trade, and instalment credit 
extensions.” 4 


In the pages that follow, the lines are deftly and clearly 
inked in on the health chart of American business at the 
turn of the year. 

e e e 


How Executives See the New Year 


This time last year The Business Record reported on the 
opinions of 158 manufacturing companies as to the business 
outlook for 1954. In commenting on their general conclusions, 
we said that ‘“‘while the majority polled predict lower orders, 
billings, and profits during the coming six months, most 


Record e 


companies are not at all resigned to a serious siege of bad 
business.” Looking back, it would seem that the reporting 
executives were seeing things on the right side and not at 
all too optimistically. 


And what does the current survey of business opinion 
indicate? With 157 companies participating, the general 
conclusion is that “the moderate upswing in business which 
began in the latter part of 1954 will gain momentum inthe 
months ahead.” Plans and expectations as to new orders, 
production, employment, inventories, capital spending, and 
profits are given in summary form starting on page 17, and 
industry by industry on pages 29-46. 


Assets of Financial Corporations 


Which are the hundred largest financial corporations? A 
list for 1953, the latest year for which data are available, is 
given on page 22 of this issue. On the three following pages 
are tabulations of the twenty-seven largest insurance com- 
panies, the fifty-six largest banks and bank holding companies, 
the eleven largest mutual savings banks, and the four 
largest sales finance companies. 


An insurance company tops the financial hundred list, in 
which three out of the first five are insurance companies. 
Some other interesting facts emerge from the Board’s series 
of studies of “the hundred largest.” One is that the largest 
financial corporation has assets of $12 billion—against $5 
billion for the largest manufacturing corporation. Also, the 
smallest of the financial hundred has about twice as much 
assets as the hundredth manufacturing corporation. 


Also in Volume XII, Number | 


What’s happening in the money market? Has the Federal 
Reserve made a notable change in its policy? What is the 
significance of present larger free reserves ? Of a change from 
a market of “active ease” to one of “ease” ? Our monthly 
commentator deals with these matters on page 25.. . . Turn 
to page 27 for an account of consumer price movements since 
Korea, as well as for the latest month-to-month changes in 
the Board’s ten-city index.. . . And for the latest figures on 
thirty-eight significant business indicators—eighteen on pro- 
duction and business; twelve on prices, wages and employ- 
ment; and eight on finance and government—see page 21. 
On the same page are charts on total business sales and on 
industrial production. 


YEAR-END PROSPECT 


The saucer shape of 1954 provided an uptrend for the new year, together with some 
encouraging evidence on the stability of postwar business 


AKEN OUT of its historical context, 1954 is 
a collection of paradoxes. 

A year of recession, it chalked up the second 
highest level of business activity on record. A year of 
rising unemployment and declining employment, it 
set an all-time record for personal consumption—both 
in current dollars and in the level of physical con- 
sumption. (Per capita physical consumption in 1954 
was about equal to the record level of 1953.) The 
year witnessed substantial declines in government 
spending, in plant and equipment outlays, and in in- 
ventory demand. But recession never cumulated; 
personal income was unchanged; the stock market 
boomed; and commodity prices stuck doggedly to their 
levels of 1953. 


A SHALLOW DECLINE 


Placed alongside its predecessor, 1954 discloses a 
very moderate decline in total output, valued in 
current dollars—the first such decline of more than 
nominal proportions in the postwar years. Gross 
national product totaled about $357 billion, or 2% 
less than in 1953. Real product—output expressed 
in dollars of constant purchasing power—also declined 
by about 2%; that is, the price level, as recorded in 
official indexes, showed almost no change from 1953 
to 1954. 


There are good grounds for arguing that the official 
price indexes disguise an actual price decline from 
1953; and, to the extent that this is true, real product 
in 1954 was even less than 2% below 1953, and perhaps 
equal to it. However, the production of goods clearly 
declined—by about 7%, according to the Federal 
Reserve’s index of industrial production. Part of 
this decline was offset by increased production of 
services in the private sector, mostly in the form of 
housing and household operation services. Production 
of government services—as measured by the wage and 
salary incomes of government employees—was about 
unchanged. 


While the year-to-year change in aggregate activ- 
ity was small, it was composed of quite substantial 
shifts among components. Notably, federal govern- 
ment expenditures for defense declined by almost $10 
billion, falling from about 15% of total gross product 
to about 12%. This decline was only partly offset by 


an absolute and relative rise in the flow of output go- 
ing to state and local governments, and the total gov- 
ernment share of gross national product fell rather 
markedly, from 23.3% to about 21.7%. 

The share of output going into fixed investment was 
about unchanged, as an advance in new private con- 
struction activity was almost exactly offset by a de- 
cline in expenditures for producer durables. Invest- 
ment in the form of inventory change was negative in 
1954, as businesses drew down their inventories by 
about $3.4 billion (in 1953, investment in inventory 
rose by $1.5 billion). Total investment activity— 
combining both fixed and inventory investment—fell 
from about 14% of total output in 1953 to 138% im 
1954. ; 

Personal consumption expenditures rose moderately 
as total national outlays subsided, and the share of 
output going to consumers climbed from 63.1% in 
1953 to about 65.5%. Even this share is historically 
low, the typical prewar percentage for a relatively 
prosperous year being in the neighborhood of 75%. In 
the early postwar years, prior to the beginning of war 
in Korea, the consumer share of the total was about 
70%; during World War II, when the production of 
consumer goods was limited and their prices con- 
trolled, it sank as low as 52%. 


GOVERNMENT'S SHARE DOWN 


The share of output going to government in 1954 
declined as the share going to consumers increased: 
this was one of the distinguishing features of the 
year in that it represented a degree of return toward. 
a more normal peacetime balance of sector demands. 
At the same time, all of the decline in government 
outlays affected goods, while almost all of the growth 
in consumer outlays was for services. Together with 
the fact of 1954’s inventory liquidation—which, of 
course, affected goods exclusively—this resulted in a 
rise in the share of total expenditures going to serv- 
ices and a decline in he proportion going to goods. 
This in turn explains why such series as industrial 
production and manufacturers’ sales, which exclude 
services, declined much more sharply than gross 
national product. 

While the offsetting changes in the demands of con- 
sumers and government gave the year as a whole its: 
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THE YEAR IN PROFILE 
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character of shallow decline and shifting distribution 
of output, the trend of business within the year was 
dictated, in the main, by the inventory policy pursued 
by business. The saucer shape of the 1954 trend is, in 
fact, an inventory saucer (see charts). Gross national 
product and the industrial production index fell as 
long as liquidation was accelerating; when the rate of 
liquidation stabilized, so did the basic measures of 
business activity. And when, in the fourth quarter of 
the year, interest in inventory revived (mainly, but 
not exclusively, in the automobile and other steel- 
consuming industries) , both key measures turned up- 
ward. As the year drew to a close, at least two im- 
portant indicators of final demand—the statistics on 
retail trade and new construction—were making very 
encouraging reading. But the uptrend on which 1955 
began was still intimately related to a sudden sta- 
bilization of total business inventories, after a year 
of relatively rapid liquidation. 


1954 AND THE POSTWAR BOOM 


Restored to its long-term postwar context, the 
record of 1954 is provocative and encouraging. 

When recession began in mid-1953, there was very 
legitimate reason for concern about the business out- 
look—concern that even hindsight, after the begin- 
nings of recovery late in the year, does not obliterate. 
Those who warned about the state of business in mid- 
1953 certainly have nothing to retract. 

In retrospect, indeed, what is surprising is not that 
economists were openly fearful of 1954, but that they 
were not dogmatically pessimistic. For the plain fact 
is that 1954 was almost as rigorous a test of the stabil- 
ity and resiliency of postwar American business as 
could be envisioned. 

Ever since 1946, fears of a postwar collapse of 
American business have been built mainly around the 
proposition that many of the reservoirs of real demand 
accumulated during the war would dry up concur- 
rently. A pencil, a few dozen annual figures, and a 
piece of chart paper, at the middle of 1953, could 
produce, and in fact were producing all over the busi- 
ness community, an ominous series of parabolic curves 
indicating that four basic postwar backlogs were ap- 
parently reaching exhaustion simultaneously. These 
were: consumer durables demand; demand for instal- 
ment credit extensions; demand for residential build- 
ing; and plant and equipment demand. In addition, 
farm income, which had reached its postwar peak sev- 
eral years earlier, was still in an evident stage of de- 
cline, carrying with it the demand for agricultural 
machinery, and sapping the strength of the entire rural 
market for goods and services. And defense expen- 


1Jn fact, the entire fraternity of analysts may deserve some credit 
for the relative stability of 1954: far from talking the nation into 
recession, their warnings in the several quarters preceding the peak 
in mid-1953 may have so moderated expectations of businessmen as 
to make the swing from the psychology of expansion to the psychology 
of contraction less sudden, and hence less hazardous. 
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ditures, which represented a kind of backlog need pre- 
cipitated by the beginning of war in Korea, were 
headed for sharp withdrawal. 

Against this impressive array of declines—many of 
them soundly documented by foreshadowing statis- 
tics—there were only a few clear offsets. Backlog 
demands for public construction—roads, schools, in- 
stitutional buildings, etc.—were certainly still unsat- 
isfied, and could be expected to provide a continuing 
upward pressure on outlays of state and local gov- 
ernments. Outlays on services by consumers were 
still historically low relative to consumer incomes, 
and, given the characteristics of services and their 
composition in 1953, it was fairly clear that dollar 
outlays would be rising for some time. (It was less 
clear that this rise in dollar outlays, representing pri- 
marily rising prices of rents and personal services, 
rather than an increase in real consumption of these 
services, would provide much of a stimulus to general 
business. And it was even possible that the rise would 
act to interfere with the sales of consumer goods.) 

Anyone seeking a match for all this recessionary 
tinder could find it easily enough in its traditional 
place—business inventories. 

In mid-1953, inventories in most lines were only 
moderately excessive, relative to sales. But given the 
foreshadowed trend of defense production, of capital 
goods, and of automobiles, it was highly probable that 
aggregate business sales volumes would decline in the 
fall, and that ratios of inventory to sales, already 
somewhat high, would undergo the sharp further 
rise which usually occurs at cycle turning points. 


OUR CAPACITY TO PRODUCE 


At the peak of the boom, it was also apparent that 
the capacity of American industry, after a post-World 
War II burst of expansion and then a post-Korean 
burst, had reached a level adequate to satisfy simul- 
taneous booms in the demands of business, govern- 
ment and consumers, with enough left over to pour 
goods into inventory at a $5-billion annual rate. As 
business conditions flattened out in the middle of 
1953, and as competition on the supply side of mar- 
kets reached its greatest intensity since the early 
Forties, substantial holdings of basic raw materials 
no longer appeared necessary in the emerging atmos- 
phere of the middle Fifties. And stock levels began 
to shift down from the highly protective range of the 
Korean war period to the thirty-day to sixty-day 
range that now predominates. Business inventories, 
while not violently out of line as they were in mid- 
1951, when the first post-Korean speculative bubble 
was burst, were thus an obvious focal point for the 
onset of recession. 

On balance, the condition of business in mid-1953, 
on any traditional lines of analysis, certainly raised 
the question whether a relatively severe recession, 
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which would cumulate rapidly through the still-re- 
spected mechanisms of the business cycle, was not to 
occur in 1954. This question in turn raised the crucial 
issue of postwar business analysis, and raised it more 
pertinently and imescapably than at any time since 
1946. 

What elements were present in postwar conditions 
which were not present in prewar conditions, and 
which might serve to choke off the cumulative forces 
of recession? 

How effective were these elements likely to be? 

For the first time since 1949, and much more 
urgently than in that past recession, analysts were 
required to weigh, in their short-term forecasts, the 
longer-term stability of the postwar business system. 

What they could weigh, specifically, were the so- 
called “cyclical snubbers”—unemployment insurance, 
and the heavy participation of the Federal Govern- 
ment in the income stream—together with the sub- 
stantial volume of liquid assets held in the personal 
sector. They could consider the high degree of liquid- 
ity of American business, the wider use of business 
control systems and of long-term capital budget- 
ing, and the high level (albeit declining trend) of 
government expenditures. In the particular circum- 
stances of 1954 they could also weigh the very high 
level of the personal saving rate, the 1954 reduction 
in personal and corporate income taxes, and the proba- 
bility that state and local construction outlays would 
be rising. 

Most American analysts found this collection of 
strengths impressive. In the face of the most con- 
vincing group of recession indicators ever presented 
to economists by their own statistical tools, the aver- 
age 1954 forecast was for a very moderate recession, 
centered in inventory and defense. 


OMINOUS DIFFERENCE FROM ‘48 


It is significant that most of these forecasts—in- 
cluding those of The Conference Board Economic 
Forum and the American Statistical Association— 
drew their parallels from the mild 1948-1949 recession, 
despite the fact that there were three obvious and 
ominous differences (see chart, page 4). By October 
of 1953, it was clear from the behavior of instalment 
credit extensions, as well as of the automobile and 
appliance markets in which credit is used, that con- 
sumer durables sales (which rose sharply in 1949, 
and are often credited with making that recession as 
mild as it was) would not be a bulwark in 1954 and 
could be a serious weakness. Secondly, it was apparent 
from the federal budget that government in 1954 
would be spending a substantially smaller amount 
than in 1953, whereas in 1949 government outlays 
rose. Third, it was widely believed, at the time that 
most 1954 forecasts were made, that residential con- 
struction activity in 1954 would be somewhat below 
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1953. This was the sense of both the annual Com- 
merce-BLS forecast, and the forecast of F. W. Dodge 
Corporation, statisticians to the construction industry. 
In 1949 residential building rose more than 15%. 

As it turned out, the decline in consumer durables 
demand was relatively mild, and was fully offset by a 
rise in soft goods (which had declined in the 1949 
recession). The decline in residential construction 
never materialized, and private nonresidential con- 
struction, which had declined in 1949, rose markedly 
in 1954. In fact, construction was one of the year’s 
great strengths, partially offsetting the decline in 
government expenditures for defense. Because of the 
strength in private construction and personal con- 
sumption, total private end-product demand was 
substantially stable, and the recession was confined 
to government demands for defense, and industry de- 
mands for inventory. 


UNDERSTANDING THE HAPPY OUTCOME 


One aspect of this happy outcome that is likely 
to remain very interesting for the next several years 
is: how much of it was owing to general changes in 
the American business system since prewar years— 
changes that have acted to dampen the cumulative 
power of recession—and how much of it was owing to 
the ad hoc measures taken in 1953-1954 to forestall 
recession. The two sets of factors obviously inter- 
acted; neither alone would have given business con- 
ditions anywhere near the stimulus provided by the 
two together. 

In the corporate sector, for example, profits before 
taxes (without regard for inventory valuation adjust- 
ment) fell by about $6 billion from 1953 to 1954. 
Against this decline in profits, the decline in the cor- 
porate normal and surtax yield, with no change in 
rates, would by themselves have provided a cushion 
of perhaps $2 billion to $3 billion; that is, close to one 
half of the decline would have been passed on to the 
government in the form of lower tax receipts. This is 
one of the oftmentioned snubbers: the corporate rate 
is much higher than it was in prewar years. (Now 
52%, the rate did not rise above 20% until 1940; 
between the early Twenties and the late Thirties, it 
ranged between 10% and 15%.) 

In addition to this general panacea in the form of 
a tax cushion to absorb falling income, corporations in 
1954 also benefited from an ad hoc change—the end 
of the excess-profits tax. The decline in before-tax 
profits in 1954 was so sharp, in many industries, as to 
bring most industry members out of the excess-profits 
tax bracket, but the expiration of the tax evidently 
provided an additional cushion of roughly $1.5 bil- 
lion—that is, its expiration channeled a further $1.5 
billion of the decline in before-tax earnings into gov- 
ernment receipts. 

As the combined result of the high level of the 
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normal and surtax rates, and of the expiration of the 
excess-profits tax, only about $1 billion of the decline 
in corporate before-tax earnings appeared in after- 
tax earnings. (And even this difference could be ex- 
plained as illusory inventory profit in 1953; after in- 
ventory valuation adjustment, after-tax profits in 
1953 and 1954 were almost exactly equal.) 

In the personal sector, too, general changes in the 
legal environment combined with specific changes in 
the 1954 tax law to isolate disposable incomes from 
the effects of recession. In 1954, personal income, 
excluding personal receipts from unemployment in- 
surance, ran about $2 billion below 1953, mainly as a 
result of a decline in labor income reflecting unem- 
ployment and shorter workweeks. But unemploy- 
ment insurance compensation fully offset the decline, 
so that total personal income in 1954 was almost 
exactly equal to 1953. And thanks to a $3-billion re- 
duction in tax rates, disposable personal income was 
$3 billion higher. This is substantially the amount 
by which personal spending in 1954 exceeded its level 
in 1953. 

Similarly, in the residential construction market, 
it is possible that the revitalized trend of home build- 
ing in 1954 was owing in part to a permanent new 
strength of demand in the consumer sector, related 
to high holdings of liquid assets, and perhaps also to 
the high rate of saving in the form of mortgage amor- 
tization payments. (This form of saving is not liquid 
in so far as markets for consumer goods and services 
is concerned, but it becomes liquid momentarily, in 
the course of selling one house to buy another.) It 
is also true that, until a broad range of easy money 
devices combined with the Housing Act of 1954 to 
flood FHA offices with new credit applications, the 
1954 home-building landscape was considered a little 
arid. It was not until June, 1954, that housing starts 
began climbing toward record levels again. 


RECEPTIVITY OF PRIVATE SECTOR 


Whatever the relative importance of these two 
elements of the 1954 recovery—the effects of perma- 
nent changes in the economic climate since postwar, 
and deliberate actions taken by Washington to meet 
the threat of recession—it can at least be said that 
the private sector in 1954 has seemed to be warmly re- 


- ceptive to stimulation from government in the form of 


tax reduction (as contrasted with contracyclical 
spending) . 

The excess of federal cash payments to the public 
over receipts from the public—the so-called cash 
deficit—was actually considerably smaller in calendar 
1954 than in 1953. This amounts to saying that fed- 
eral spending fell even faster than federal tax collec- 
tions, despite the shrinking of the tax base and the 
lower applicable rates applying to collections in the 
last half of 1954. The release of tax funds from the 
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government—the return of a portion of spending 
power from the government to private individuals 
and businesses—appears to have had a very satisfac- 
tory multiplier effect: if inventory changes are ig- 
nored, the private sector actually spent $3 billion 
more in the recession year 1954 than in the boom 
year 1953. 


CHAIN REACTION WAS MISSING 


Thus while the year was certainly an uncomfortable 
one for a large proportion of businesses in a large 
number of industries, it has certainly made an encour- 
aging contribution to the evidence on the postwar 
business cycle. Much more convincingly than the 
1949 experience, it argues that business recessions no 
longer spread rapidly outward in the kind of chain re- 
action that was associated with the cycle of prewar 
years. (See chart, page 6.) In so far as the private 
sector is concerned, the 1954 recession, like its 1949 
predecessor, lost its energy in inventory change, with- 
out seriously affecting incomes and expenditures of 
consumers and business. 

Moreover, this encouraging news applies to the 
whole “adjustment” period of the middle Fifties. Bar- 
ring any major shocks to business sentiment, it is 
hard to envision, in the next several years, a combina- 
tion of declines in the planned sectors of demand much 
more severe than the declines of 1954. Demand for 
capital goods, defense demand and farm incomes 
have now worked their way well down from their 
dizzy postwar peaks to more sustainable levels. For 
example, if residential construction were to turn 
downward a few years hence, or even next year, it is 
not likely to be accompanied by a decline in defense 
spending. In this sense, 1954 marked a safe passage 
through some of the most turbulent waters of the 
postwar adjustment. 


A NEW TEST IN THE MAKING 


This is not to say that the business cycle is a dead 
issue, or that what goes up in economics can no longer 
come down. As 1954 closed, in fact, a new test of the 
cycle was apparently in the making. 

In the closing weeks of the year, the business re- 
covery accelerated, and broadened out. In Novem- 
ber, a substantial majority of the components of the 
industrial production index advanced, although the 
bulk of the three-point rise in the index was attribut- 
able to rising activity in transportation equipment 
and primary metals. In December, these two com- 
ponents evidently advanced further. 

But while steel and automobiles, where inventory 
liquidation had taken its severest course, have led the 
upturn, it would be a mistake to treat these two in- 
dustries any longer as the sole areas of recovery. The 
improvement is basically in inventory, and only inci- 
dentally in steel and automobiles. Market reports 


from the textile industry suggest a further rise in this 
important component of the index; activity in con- 
struction materials industries has declined consider- 
ably less than seasonally in recent months. With the 
exception of capital goods producers, most industries 
covered in THE CONFERENCE Boarp’s year-end survey 
of expectations! reported a rising trend in new orders, 
and most of them attributed the rise to an end of in- 
ventory adjustment among their customers. 

All of this suggests (in the absence of current fig- 
ures) that employment at year end was rising signifi- 
cantly, as the inventory gap closed. And this, in turn, 
suggests that incomes bearing on retail markets were 
also rising. Through retail markets, where most of 
the nation’s business is transacted, recovery can 
spread rapidly from industry to industry, and back- 
ward from finished goods to raw materials. At year 
end, such a spreading and filling out of recovery ap- 
peared to be in progress, although figures are still 
lacking by which to measure its rate. 


WILL CONSUMPTION FULFIL THE PROMISE? 


For the next several months, the stamina of the 
recovery is thus best watched in the retail market: 
in the figures on personal income, retail trade, and in- 
stalment credit extensions. In 1954, the strength of 
consumer demand helped to arrest decline; in early 
1955, it can amplify a revival of inventory demand 
into genuine recovery. 

It is the consensus of most recent judgments about 
business conditions—including that of The Conference 
Board Economic Forum—that consumption will fulfil 
this promise. This is the basis of the optimism that 
has colored year-end forecasts. What has prevented 
these forecasts from becoming frankly bullish has 
been hesitation about the near-term possibilities for 
expansion in business investment, and the likelihood 
of approximate stability, at best, in total government 
expenditures. (The same considerations have tended. 
in many forecasts, to restrict optimism to the first 
half of the year.) Most forecasters thus find in the 
1955 outlook a continuation of the basic adjustment 
of 1954: a return of consumption toward its tradi- 
tional share of the nation’s total output. 


Apert T. SomMMERS 
Business Analyst 
Division of Business Economics 
See page 29 of this issue. 


REPRINTS AVAILABLE 


Reprints of the article, “Hundred Largest Manu- 
facturers in 1953,” appearing in The Business Record 
for November are available upon request. The figures 
have meanwhile been revised in certain cases to in- 
clude operating revenues with sales in order to insure 
comparability throughout the list of companies. 
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Our Montreal Office Reports on: 


BUSINESS TRENDS IN CANADA 


. ANADA’S rapid postwar economic expansion 
3 began to taper off during the latter part of 1953; 
and during 1954 Canada experienced its first 
postwar downturn in the over-all level of business 
activity. This shift was marked by a change from ex- 
pansion in almost all sectors and industries to a pat- 
tern of cross currents, with some sectors and industries 
remaining strong or even continuing to expand, and 
others evidencing clear signs of weakness. 

The mere slackening of growth brought more 
sharply into focus the normally strong seasonal forces 
in Canada—forces whose real magnitude had been 
partially obscured during the preceding boom years— 
and these forces tended initially to exaggerate the 
apparent. scope of the economic adjustments that 
emerged during the winter of 1953-1954. However, 
apart from seasonal factors, the declines in the major 
indicators of business have been of very slight propor- 
tions since the third- or fourth-quarter peaks of 1953. 


SOME "EXTERNAL" FACTORS 


There have recently been signs to suggest that the 
over-all decline in business activity in Canada is 
leveling off—partly as a result of the sustaining influ- 
ence of high consumer spending and construction ac- 
tivity; partly as a consequence of the diminished 
adverse effects of some of the forces behind the earlier 
downward movements. With some important eco- 
nomic indicators (such as the index of industrial pro- 
duction) not published on a seasonally adjusted 
basis, it is difficult to measure the actual declines that 
have occurred. Nevertheless, taking 1954 as a whole, 
the value of goods and services produced was only 
about 2% below 1953, while industrial production fell 
by less than 3%. Weaknesses appearing in agriculture, 
exports, and certain manufacturing industries were 
largely offset by continued strength in consumption, 
construction and resource development. 

As with most prewar declines in business activity in 
Canada, the primary initiating forces are of “external” 
origin—adverse weather and crop conditions in Can- 
ada, the increased competitiveness of traders in foreign 
countries, and repercussions from the reduced level of 
economic activity in the United States. 

The picture in the last quarter of 1954 was still 
shadowed by weak spots in various parts of the econ- 
omy, and the likely prospects for 1955 are for a 
continuation of cross currents. Nevertheless, there 
should be some over-all advance in the Canadian 
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economy in 1955 if crop conditions prove to be more 
favorable, if business conditions in the United States 
improve gradually, as many analysts expect, and if 
the very recent improvement in Canada’s export per- 
formance can be sustained and broadened. 


CANADA'S NATIONAL ACCOUNTS 


About a year ago, the Dominion Bureau of Sta- 
tistics began to publish quarterly data on Canada’s 
national accounts (major components of income and 
expenditure). These data—most of which are avail- 
able in a seasonally adjusted form—permit a much 
closer inspection of economic developments than was 
previously possible. According to these figures, Can- 
ada’s gross national product reached a peak of 24,616 
million Canadian dollars (at a seasonally adjusted 
annual rate) in the third quarter of 1953; by the sec- 
ond quarter of 1954 it had declined almost 4% to 
$23,700 million; but in the third quarter of 1954 (the 
latest for which data are available) it rose slightly 
to $23,752 million. 

The principal components of the national accounts 
clearly show the ebbing of a number of sectors of the 
economy from high points established in the latter 
part of 1953. Among the peaks recorded in either the 
third or fourth quarter of that year were those in per- 
sonal income (both before and after direct taxes), 
net income of nonfarm noncorporate business con- 
cerns, business outlays for plant and equipment, gov- 
ernment outlays for goods and services, and Canadian 
exports of goods and services. Since the peaks, most 
of these components experienced somewhat irregular 
but rather small declines. On the other hand, there 
was persistent strength, and in some cases sizable in- 
creases, in other components (notably personal ex- 
penditures for goods and services, and residential con- 
struction) . 

The national accounts also clearly demonstrate the 
outstanding importance of two elements of weakness 
in the Canadian economy. These factors were the de- 
terioration in the agricultural sector of the economy 
and business inventory liquidation. Indeed, the total 
decline in Canada’s GNP in 1954 can be almost com- 
pletely accounted for by either one of these factors. 


CONSUMER BUYING ADVANCES 


The rising level of personal expenditures on con- 
sumer goods and services was the most important 
sustaining force in the Canadian economy during 1954. 
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This increase occurred in the face of some falling off 
in the seasonally adjusted annual rate of personal in- 
come after the end of 1953 (primarily a consequence 
of the reduction in the income of farmers and non- 
corporate business firms). It was also accompanied 
by a decline in the rate of personal saving. 

However, not all types of consumer outlays moved 
in step. Disregarding regional variations and concen- 
trating only on the national picture, expenditures for 
consumer durable goods, for example, declined sub- 
stantially; and the total value of retail trade in most 
months was below the corresponding months in 1953. 
On the other hand, there were significant increases 
in consumer expenditures for services and for non- 
durable goods. Prominent among the changes that 
appeared among different types of sellers were the 
markedly improved sales performance of grocery and 
combination chain stores, the moderate improvement 
in department store sales, and the reduced receipts of 
clothing stores, and motor vehicle and electric appli- 
ance dealers. 

Credit sales, although holding up very well in total, 
have been running slightly below the comparable 
levels of the preceding year for many types of retailers, 
and for many types of merchandise (especially con- 
sumer durable goods). Thus the very rapid expan- 
sion in consumer instalment credit, which began after 
the removal of consumer credit controls in the early 
part of 1952, has tapered off. Nevertheless, a high 
rate of new consumer credit use has been maintained, 
and outstanding consumer instalment credit remained 
well above year-earlier levels through mid-1954 (the 
latest date for which published data are available) . 
Moreover, supported by a more or less steady rise in 
“cash personal loans” and a continuing trend toward a 
greater use of charge accounts, the total volume of out- 
standing consumer credit reached a new peak of 
$1,864 million on June 30, 1954. 


INVESTMENT REMAINS HIGH 


According to the initial survey of investment for 
1954, total public and private investment was ex- 
pected to rise about 3% in 1954 to $5,838 million, with 
an equal rate of expansion for both public and private 
components. The midyear “recheck” survey showed 
minor and offsetting shifts among investing groups, 
with almost identical over-all estimates. However, in 
retrospect, these estimates appear to have been slightly 
on the optimistic side. Over-all investment did, of 
course, remain high for 1954, especially in view of the 
stepped-up pace of construction activity during the 
latter part of the year; but total actual investment 
outlays during the first three quarters of 1954 fell 
below year-earlier levels. 

In consonance with the slackening of business ac- 
tivity towards the end of 1953, nonresidential con- 
struction, plant and equipment expenditures—and 


especially business inventories—also lost momentum. 

With regard to business inventories, the rate of 
accumulation was reduced after mid-1953, and in- 
ventory liquidation, which appeared in a few indus- 
tries toward the end of the year, became sufficiently 
general in early 1954 to produce an over-all decline in 
business inventories. During the second and third 
quarters there was an acceleration of business inven- 
tory liquidation. In the manufacturing industries, 
following the typical pattern in a period of readjust- 
ments, the earliest and sharpest cutbacks occurred 
in inventories of raw materials. 

At the same time, expenditures for new nonresiden- 
tial construction and new plant and equipment in 
1954 fell well below 1953. During the earlier part of 
the year, unusually adverse weather conditions appear 
to have been a major factor in the decline. But 
later in the year postponement of plant expansion 
plans seems to have been the main cause. 

Residential construction was also adversely affected 
by weather conditions in the early part of 1954. How- 
ever, partly assisted by new legislation to enhance 
residential financing facilities (see below) , residential 
construction activity boomed during the latter part 
of 1954. For example, in September (the latest month 
for which such data are available), housing starts 
were 25% above September, 1953; and the increased 
pace of activity in the third quarter was sufficient to 
bring the January-September total of housing starts 
and completions to 6% above the corresponding levels 
of 1953. In fact, it now appears probable that resi- 
dential construction in 1954 exceeded the estimate in 
the midyear investment survey by a significant margin. 


GOVERNMENT EXPENDITURES AND REVENUES 


After the outbreak of hostilities in Korea, the 
Canadian Government adopted a stepped-up defense 
program. The defense expenditure goals were some- 
what more modest, but at the same time rather more 
realistic, than those of most other principal NATO 
countries. And Canada was one of the few countries 
to actually achieve its defense outlay objectives, with- 
out a revision of the projected rate of spending or a 
substantial stretch-out. of its program. 

In 1954 there was a significant decline in defense 
outlays which, for the first half of the calendar year, 
was sufficient to bring total government outlays below 
the year-earlier level. Moreover, in the third quarter, 
defense outlays were again somewhat below the third 
quarter of 1953; but in this quarter, nondefense out- 
lays increased sharply. Indeed, the latter rose suffi- 
ciently to bring the total volume of budgetary expen- 
ditures during the first half of the government’s fiscal 
year (April through September) almost up to that in 
the corresponding period of 1953. This increase, which 
was dispersed through almost all categories of non- 
defense spending, brought nondefense outlays to 
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$1,185 million during this period (over 6% above a 
year ago) , compared with $687 million of defense out- 
lays (over 11% below a year ago). 

At the same time, total government revenue de- 
clined by over 7% to $1,935 million between these 
two periods, partly as a consequence of tax reductions 
introduced in the Finance: Minister’s Budget Speech 
early in 1954, and partly as a result of lower import 
duty receipts and lower taxable income for many indi- 
viduals and business concerns. Traditionally, the pat- 
tern of the Canadian Government’s revenues and ex- 
penditures, in sharp contrast to that of the United 
States Government, involves sizable budget surpluses 
during the first half of each fiscal year, and sub- 
stantial deficits in the latter part. Accordingly, despite 
high expenditures and reduced revenues, the govern- 
ment had an ostensible surplus of $63 million from 
April through September; but this was far below the 
$200 million recorded in the same period in 1953. 

This deterioration in the budget position, coupled 
with the facts that (1) for the 1953-1954 fiscal year 
(ended March 31, 1954) the Canadian Government 
had a budget surplus of $46 million, and that (2) the 
Finance Minister’s original 1954-1955 budget called 
for a nominal surplus of only $4 million, with levels 
of revenue and expenditure approximately the same 
‘as in 1953-1954, make it seem highly probable that 
the government will have a budgetary deficit in the 
current fiscal year. If so, this will be Canada’s first 
budgetary deficit in the postwar period. 


CANADIAN INDUSTRY IN A BUYER'S MARKET 


The world-wide watchword for business in 1954 
has been competition; and more intensive competition, 
in both internal and external markets, has been a 
marked feature of the Canadian business scene dur- 
ing the past year. On the external side, many Cana- 
dian firms have found it more difficult to maintain 
or enlarge markets abroad (especially in the United 
States and Western Europe). On the internal side, 
not only has there been greater competition among 
Canadian firms themselves, but also a more vigorous 
probing of the Canadian market by foreign producers. 
In addition, shifts in the pattern of consumer expen- 
ditures brought additional competitive pressures to 
bear on certain industries, especially many producers 
of durable goods. 

On the whole, Canadian industry has made a re- 
markably good adjustment to the emergence of the 
buyer’s market. Despite the fact that for December, 
1953, through the latest month for which official in- 
dustrial production index is available, there was an 
unbroken chain of monthly indexes below the corre- 
sponding levels of the preceding year, industrial pro- 
duction averaged less than 3% below the same period 
in 1953; and in the latter part of the year this gap 
was even narrower. 
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Nevertheless, the aggregative indicators conceal 
important differences between industries. On the one 
hand, particularly severe adverse pressures were felt 
by the producers of various types of machinery 
(especially farm machinery) and by textile firms. 
Similarly, there were substantial reductions in the 
scale of operations of iron and steel concerns, auto- 
mobile producers, and manufacturers of most types of 
electrical apparatus and supplies. During the first 
three quarters of 1954, production of such goods as 
motor vehicles, refrigerators, washing machines, radios, 
pig iron and steel castings, and textiles and clothing 
ranged from about 15% to 25% below the correspond- 
ing levels of 1953. On the other hand, other types of 
producers were able to maintain production at, or 
above, 1953 levels. This was especially true of some 
industries experiencing a rapid growth in recent years 
—television, paper products and petroleum products. 


AGRICULTURE—A SOFT SPOT 


Agriculture constituted one of the weakest sectors 
in the Canadian economy in 1954. Farm cash income 
continued to decline, and probably amounted to about 
$2.4 billion, about 10% below 1953 and around 15% 
below 1952. Net farm income (cash income, plus 
income in kind, less costs of farming) appears to have 
declined more steeply, perhaps by as much as 25%, 
to about $1.2 billion (40% below the 1951 peak). 
These declines reflect a drop in over-all production 
and marketing, as well as a decline in average prices 
received by farmers on farm products (prices of 
Canadian farm products appear to have averaged 
about 5% lower in 1954). In contrast, average prices 
of goods and services purchased by farmers declined 
only very slightly. 
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These over-all downward trends are primarily at- 
tributable to the sharp deterioration in the Canadian 
grain picture, and occurred in the face of significant 
improvements in other agricultural sectors—for ex- 
ample, in the production and marketing of livestock, 
dairy and poultry products. 

The deterioration in wheat—involving declines in 
both quantity and quality of production as well as in 
prices—has been the major area of concern in the 
agricultural picture during recent months—and the 
concern has been intensified by the drastic downward 
revisions in crop forecasts since midyear. It has been 
an important factor in the slight decline in the output 
of goods and services in Canada in 1954; and, as will 
be indicated below, reduced exports of wheat played 
a major role in the over-all decline in Canadian ex- 
ports after mid-1953. The importance of wheat pro- 
duction in Canada is indicated by the fact that it 
typically accounts for around one third or more of 
farm cash income. Moreover, since its production is 
heavily concentrated in the prairie provinces of West- 
ern Canada, the deterioration has had marked re- 
gional effects. 

The fact that Canada’s so-called “hard wheat” has 
been one of the principal “soft spots” in the past 
year can be attributed to a combination of circum- 
stances. Among the factors have been a world-wide 
surfeit of wheat supplies following a series of remark- 
ably good crops, the consequent sharp decline in ex- 
port sales of Canadian wheat and reductions in wheat 
prices, a slight reduction in wheat acreage, and the 
emergence of what has been described as “an unprece- 
dented combination of adverse weather conditions 
during the planting, growing, and harvesting season, 
the worst rust epidemic on record, and severe sawfly 
infestations.” 


On the basis of the estimate of October 15 for the ~ 
1954-1955 crop year, wheat production is expected to — 
fall to less than 300 million bushels. This would be — 
about half the level forecast on June 1, well under ~ 
half the volume of the preceding crop year, and below — 
the average of the preceding ten years. 

With regard to sales, total marketings for January- © 
September, 1954, (from the 1953-1954 and earlier — 
crops) were about half those of the same period in 
1953, and Canadian wheat stocks soared to a near 
record level of about 600 million bushels, placing — 
severe strains on storage and handling facilities. But 
to keep the marketing picture in proper perspective, 
it should be noted that marketings were at unusually 
high levels during 1953, that there appears to have 
been some improvement in wheat exports since mid- 
1954, and that further improvements in exports may 
develop, owing to some depletion of stocks in a num- 
ber of importing nations, as well as lower production 
in various foreign countries. Despite the generally 
lower quality of the 1954 wheat crop, as a result of 
poor growing conditions, the large carry-over will 
assure ample supplies of high-grade wheat to meet 
both domestic and external demands. 

Finally, it is worth noting that with the long- 
run decline in the relative importance of wheat pro- 
duction in Canada, and more particularly with the 
diversification of economic activity in Western Can- 
ada (especially during the past decade), the wheat 
difficulties of 1954 have not produced comparable 
regional strains to those that would have occurred in 
similar circumstances in previous times. 


MINING AND RESOURCE DEVELOPMENT 


Mining and resource development have continued 
to contribute strength to Canada’s economy, to attract 
substantial inflows of foreign (especially United 
States) capital funds, and to extend the frontiers of 
economic activity in Canada. 

Considerable publicity has been given to some of 
the more dramatic features of this development dur- 
ing the past year: 


The bringing of the Kitimat aluminum project in 
British Columbia and the Labrador-Quebec iron ore 
project to fruit-bearing stages well in advance of 
original schedules; 

The continued expansion in the exploitation of Can- 
ada's large western oil resources; 

The rapid progress made in extending pipe lines for 
an increased use of the country's very large reserves 
of natural gas; and 

The initiation or planning of major new projects, such 
as the St. Lawrence Seaway, and eye-catching schemes 


for harnessing hydroelectric potentials in Labrador and 
British Columbia. 


The headline attention given to these developments, 
however, has tended to conceal the broad, underlying 
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advance that has been occurring in other resource 
development lines. 


Against a background of relatively well-sustained de- 
mands for industrial raw materials, levels of production 
(and exports) appear to have been maintained or increased 
for virtually all of the nonferrous metals—nickel, copper, 
lead, and precious metals—with which Canada is so richly 
endowed. Producers of lumber and other wood products 
have continued to enjoy generally buoyant markets. The 
swift increase in electric power production—both hydro- 
electric and thermal—has been maintained. And most 
of the secondary and tertiary industries that are largel 
based upon Canada's wealth of natural pe nigeetrict 
as refining and smelting plants, the newsprint industry, 
and the country's budding petrochemical producers— 
continued to flourish. 


The economic prosperity that prevailed among 
most of the industrial nations of Western Europe dur- 
ing 1954 was an important cause of the sustained 
strength in this sector of the economy. Not only were 
there sufficient increases in exports of many types of 
raw materials to overseas countries which more than 
offset reduced sales in the United States market, but 
this demand also helped to keep raw material prices 
generally firm and to undergird investment plans for 
enlarging productive capacity. 


PRICES, WAGES, AND UNEMPLOYMENT 


As in the two preceding years, Canada continued 
to have a remarkably high degree of stability in con- 
sumer prices in 1954 (see table). Wholesale prices, 
on the other hand, which had remained stable in 1953, 
tended to decline in 1954; but the over-all decline was 
very slight and was mainly attributable to the weak- 
nesses that appeared in the prices of some agricul- 
tural commodities, textile products, and iron prod- 
ucts. Firm to buoyant wholesale prices remained in 
a wide range of other goods, including such groups as 
wood, wood products, and paper; nonferrous metals 
and their products; and chemicals and allied products. 

Against the background of stable consumer prices, 
an increase in wage rates tended to improve further 
the standard of living of Canadian workers. For ex- 
ample, average hourly earnings in manufacturing (see 
table) were about 4% higher in 1954. The increase in 
wages was sufficient in the case of most industries to 
more than offset slight reductions in average hours 
worked, and there was a consequent rise in weekly 
earnings. Moreover, from an over-all point of view, 
the rise in average weekly earnings was sufficient to 
more than compensate for reduced employment, thus 
bringing total labor income in each month in 1954 to 
a higher level than in the same month of the preced- 
ing year. However, increased labor income was con- 
-centrated largely in the so-called service industries. 
Higher weekly earnings appear to have been more than 
offset by decreased employment in manufacturing, 
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leading to a slight decline in labor income in this in- 
dustry group. 

The weaknesses that began to appear after mid- 
1953 in various manufacturing industries, especially 
in durable goods manufacturing, led to a decline in 
total employment, even though firm or rising employ- 
ment trends were evident in primary and service 
industries. With a continuing rise in the civilian labor 
force, sustained by a very high rate of immigration, 
there was accordingly a marked rise in unemployment 
(see table). Moreover, relatively concentrated un- 
employment pockets developed in a number of heav- 
ily industrialized metropolitan centers. 

Although the latest data show that in September, 
for the first time in 1954, there were a larger number 
of workers with jobs than in the same month in 1953, 
the employment picture remains rather cloudy. Un- 
employment has continued to exceed year-earlier 
levels, and increases in September and October were 
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achieved only through enlarged part-time employ- 
ment. In addition, the recent employment improve- 
ments have been recorded chiefly in the “seasonally 
susceptible” industries. 


INTERNATIONAL TRADE AND THE DOLLAR 


Recognizing the contribution that enlarged inter- 
national trade can make to sustained and rapid eco- 
nomic development—including more _ diversified, 
larger-scale, and more efficient production—the Cana- 
dian Government has consistently sought to promote 
healthy and expanding two-way trade. However, the 
government has avoided recourse to major artificial 
stimulants or props, and has relied heavily on the 
initiative of Canadian business both to broaden and 
deepen external markets and to meet the competition 
of foreign traders in the Canadian market. 

The relative importance of Canada’s international 
transactions can be measured not only by the fact 
that the per capita value of Canada’s trade ranks 
very high among the world’s major trading nations, 
but also by the fact that almost one fourth of all 
goods and services produced in Canada in recent 
years have been sold abroad, while a roughly corre- 
sponding proportion of all goods and services con- 
sumed in Canada have been purchased from abroad. 
Consequently, shifts in Canadian trade usually have 
an important bearing on the trend of business. 

Both Canadian exports and imports declined in 
1954. Exports (including a small amount of re- 
exports), which had reached a peak of over $4.3 
billion in 1952, declined further from close to $4.2 
billion in 1953 to $3.8 billion-$3.9 billion in 1954. 
Imports, which reached a peak of close to $4.4 billion 
in 1953, fell slightly more than exports to about $4.0 
billion, but were sufficiently large to leave a significant 
trade deficit. Owing to a moderate decline (of about 


2% or 3%) in average export prices, the physical vol- 
ume of exports did not decline as much as the value 
figures suggest. On the other hand, average import 
prices were about the same in 1954 as in the preced- 
ing year, so that the indicated decline in the value of 
imports reflects a corresponding decline in physical — 
volume. 

On a geographical basis, the bulk of the declines 
in the dollar value of both exports and imports oc- 
curred in trade with the United States—with imports 
declining considerably more than exports, so that the 
trade deficit with the United States in 1954 fell from 
the high $758-million level of 1953 to the neighbor- 
hood of the $628-million level of 1952. On the other 
hand, steeper percentage declines were recorded in 
exports to certain countries in Western Europe and 
Asia, and there was, as well, a sizable fall in exports 
to Britain. With the notable exception of Britain, 
however, imports in 1954 remained close to 1953 levels 
for overseas countries; and there was a consequent 
shrinkage in Canada’s export surplus with all coun- 
tries other than the United States. 

With regard to alterations in the composition of 
exports, the most important single change has been 
the massive reduction in exports of wheat, wheat 
flour, and other grains. Indeed, over the first three 
quarters of 1954 such shipments were close to 40% 
below the corresponding 1953 shipments; and _ this 
decline was larger than the total decline in all Cana- 
dian exports between these two periods. 

This decline was heavily concentrated in wheat ship- 
ments to Britain and Western Europe (as well as 
India and Pakistan). But there were partly offsetting 
increases in exports of wood, wood products and paper, 
and nonferrous metals—at least to Britain and a 
number of Western European countries. There were 
reductions in a wide range of Canadian exports to the 
United States, while the reductions in imports from 
the United States were centered mainly in manufac- 
tures. 


Looking beyond the merchandise accounts to the 
whole picture of Canada’s international payments on 
current account (which include, in addition to trade 
payments, the so-called “invisible transactions,” such 
as travel expenditures and interest, dividend, freight, 
shipping and insurance payments), the pattern for 
1954 appears to have been roughly similar to that 
of the previous year. In brief, this pattern consists 
of a substantial over-all current-account deficit in 
transactions with the United States ($924 million in 
1953) and a surplus with Britain ($142 million in 
1953) and with all other countries (aggregating $343 
million in 1953). As compared with 1953, however, 
the final data will probably show a reduction in the 
deficit with the United States, approximately offset 
by a reduced surplus with Britain and all other coun- 
tries combined. 
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Given the substantial current-account deficit with 
the United States, and indeed the sizable over-all 
current account deficit, the sustained strength of the 
Canadian exchange rate has been rather remarkable. 
The United States dollar has remained at a discount 
of over 1 cent below the Canadian dollar during the 
past year, and since August the discount has consist- 
ently remained around 3 cents (see chart). This 
strength is attributable primarily to the heavy inflows 
of certain types of capital funds, especially from the 
United States. Of particular importance have been: 


|. Direct foreign investment in Canada (very largely 
for resource development) which, though probably 
somewhat lower than in 1953, has continued at a high 
level; 

2. New issues of Canadian securities (almost entirely 
in the New York market) well in excess of retirements 
of Canadian securities held abroad; and 

3. Substantially increased net sales of outstanding 
Canadian securities to foreign investors, especiall 
after mid-1954 when a number of newly sctabhahedl 
United States investment funds began to purchase large 
blocks of Canadian stocks. The overhang of funds held 
by the latter investors, waiting for favorable oppor- 
tunities for conversion into Canadian dollars, appears 
to have been a major factor behind the firm Canadian 
dollar in the latter part of the year. 


- Reflecting the government’s policy of intervening 
in the exchange market only to maintain orderly con- 
ditions, Canada’s official exchange reserves of gold 
and United States dollars have tended to rise very 
gradually, largely as a result of accumulations of gold 
from domestic production. 


FINANCIAL DEVELOPMENTS 


The three outstanding financial developments in 
Canada during 1954 were the easing of monetary and 
credit conditions, the enlargement of money market 
activities, and revisions in banking legislation. 

An appropriate easing of monetary restraint by 
the Bank of Canada, accomplished mainly through 
flexible open market operations, was reflected in the 
downward movement of government security yields. 
As indicated in the chart, such yields fell substantially 
from their peaks in the latter part of 1953. 

Against the background of easier monetary condi- 
tions, there has been a moderate expansion in bank 
credit, chiefly as a result of increased chartered bank 
holdings of government securities, and relative sta- 
bility in the money supply (currency and active bank 
deposits). With regard to the banks’ lending oper- 
ations, there was a loss of momentum in the advance 
that characterized 1953. But the demands for credit 
by most types of agricultural, industrial and commer- 
cial borrowers (with the notable exception of instal- 
ment finance companies) remained relatively firm. 
And total bank loans, buoyed by a rapid increase in 
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mortgage lending (see below) in the latter part of 
1954, have continued to run above year-earlier levels. 

Significant progress was made in 1954 toward the 
development of money market facilities in Canada. 
The principal feature of this progress was that, under 
encouragement from both official quarters and promi- 
nent figures in the financial community, a “day-to-day 
loan market” was established. Although the stepped- 
up pace of money market activity has thus far been 
largely limited to transactions in short-term gov- 
ernment securities, there is evidence to suggest that it 
not only is making a significant contribution towards 
a greater mobility of short-term capital funds in 
Canada, but will also enhance the potential effective- 
ness of monetary policy. 


Important revisions in legislation relating to the 
Canadian banking system were introduced in 1954. 
These included the provision of a wider scope for 
bank-lending operations, the raising of the cash re- 
serve requirements of the chartered banks, and the 
removal of certain limitations on the Bank of Canada’s 
freedom to engage in open market operations. 

The primary accomplishment of these changes ap- 
pears to have been that of laying a basis for a broader 
and more flexible use of monetary policy in the fu- 
ture. But the action to permit Canadian banks, for 
the first time, to finance residential construction 
through insured mortgage loans was an event of 
major importance, and it produced swift consequences. 
Prior to this action, it had been becoming increasingly 
evident that a high and rising demand for housing 
threatened to place excessive strains on the existing 
mortgage financing facilities of the traditional sup- 
pliers of such credit in Canada—insurance companies, 
trust and loan companies, and credit unions. Since 
the banks began this type of lending activity last 
June, their holdings of mortgage loans have expanded 
rapidly (to over $60 million by mid-December), 
and their commitments to undertake such loans have 
increased much more rapidly. 

Conditions in the Canadian capital market re- 
mained generally sound in 1954. Net new issues of 
provincial and corporate securities were above 1953 
levels. Bond prices rose in the early part of the year, 
remaining generally firm in the latter part. There 
were substantial over-all gains in stock prices, espe- 
cially following the large-scale entry of United States 
investment firms into the Canadian stock market 
after mid-1954. 


CONCLUSIONS 


The setbacks of the past year have confirmed the 
underlying strength of the Canadian economy. De- 
clines in the affected areas have been absorbed without 
cumulative repercussions and with only a very small 
reduction in over-all activity. In the fall, signs of 
improvement appeared independently of seasonal 
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factors in exports and employment and in a slight 
rise in the rate of gross national product, seasonally 
adjusted. 

Business confidence, which is habitually tinged 
with caution at the year end, therefore has a solid 
foundation. Moreover, when the main factors of the 
recent decline—the recession in the United States, 
adverse weather and crop conditions, and the sharp 
pressure of foreign competition on certain advanced 
manufacturing industries—are appraised, they show 
another more encouraging side. 

Expectations of moderate but continuing improve- 
ment in the state of United States business point to 
stronger demand for Canadian products and the 
stimulus of more robust sentiment across the border. 

Pressure of European industrial competition cannot 
be dissociated from the rising prosperity and more 
healthy balance-of-payments trends in overseas mar- 
kets, to which Canada’s access since the war has been 
restricted by defensive measures of trade and ex- 
change control. An improvement in the agricultural 
sector seems probable not only because a repetition of 
last year’s unfavorable crop conditions is most: un- 
likely, but also because there are good prospects for 
larger exports of Canadian grain as a consequence of 
lower grain production in a number of other coun- 
tries and some depletion of stocks among major grain- 
importing nations. These constructive prospects and 
possibilities extend beyond 1955. 

It should be remembered at the same time that 
Canada’s spectacular economic progress from the 
end of World War II to 1953 gained its momentum in 
a peculiarly favorable set of circumstances, which in- 
cluded backlogs of civilian demand at home and 


abroad, dislocation of overseas industrial competition, 
a high rate of immigration, and increased exploita- 
tion of resources against a background of rising prices. 

To the extent that this combination of forces was 
temporary, resumption of the postwar pace of eco- 
nomic growth depends upon the emergence of new 
forces of comparable magnitude. While such new 
forces may arise from the combination of continued 
population growth with accelerated technology and 
larger foreign markets, these are long-term factors. 
The year 1955 is therefore much more likely to see 
a continuation of cross currents than a clear resump- 
tion of the previous advance in all sectors of the 
economy. 

Seasonal forces will, no doubt, continue to be 
felt. Reduced sales and excess capacity in certain 
industries, coupled with completion of expansion pro- 
grams in others, will probably lead to further reduc- 
tion of outlays for plant and equipment and some 
further inventory liquidation. Adjustments of this 
character, however, will not affect other classes of 
construction, or the agricultural sector of the econ- 
omy, or the output of the basic resource industries. 
Nor are they likely to go so far as to weaken the 
hitherto sustained demands of consumers for goods 
and services in the aggregate. 

If cross currents, therefore, continue to character- 
ize the course of Canadian business in 1955, they 
may well occur on a rising tide, with the year as a 
whole showing an advance in the global indicators 
of economic activity. 


Artuur J. R. Suir 
Economist 


Canadian Office 
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Canadian Economic Indicators 


Industrial 
Period Production 
1935-89 =100 
SSS ae a a a SE Eg 

LAUNE ¢ GGT age oo Pe ee ean eters Rd Ce | 229.4 
PEE ais wk re i kd Ce ne eI eh 234.2 
UAT Fg ee LE patito reba ll Gear Oh LDh): 226.7 
DVRS aR ibe sh ther wie Mela Sk Rca ga ROM ab EM Ae 
BRM Bret 66s iad Vw cin daisy th Mhye eee tle het e ks te QN7.7 
BAN Ler rad ted luc GEER Co etek Ae, renee 234.5 
LIL Pe, et a Ree tha WA oe Sa No 935.5 
I, 2 oh A Sa ae Pe a ee 244.0 
BED ME 0p ER's Cant cect cis s!oigeaca hs Sk, ORL acta ia 240.3 
REMI SoG tick allt Vit, pha elie Ce aoe 255.6 
EA Mere oan oie. OE SoBe My ei ey RE 250.9 
UNE Lyk SS gar nr RD ARAN. ge eal el 246.9 
RRM MR cites Beh si oneal esg ta,sedcnn die ote 985.1 
RM Biter 'at, or oe bys Sak EtG eee 247.0 

REMADE rile biatch ae adtedy Aga ae Oe, 246 .'7p 


pPreliminary 


Average Hourly Retail Sales 
Consumer Prices| Wholesale Prices Earnings in Unemployment! 
Manufacturing 
Millions 
1949 =100 1935-89 =100 | Cents Per Hour Per Cent of Dollars 

109.2 OST 110.3 3.3 764.8 
112.5 242 4 114.3 1.6 929.3 
115.5 241.7 119.4 1.4 899.7 
117.7 238.8 123.3 1.9 959.6 
117.6 PAR bed 19723. 4.1 759 .9 
116.2 225.9 129.4 2.0 1,016.6 
116.1 993 7 129.0 1.6 980.8 
116.0 220.9 131.0 a 1,065 .2 
115.3 221.5 134.2 3.4 858.2 
114.6 220.3 135.4 eal 1,067.2 
115.8 921.5 136.0 eles 1,018.7 
116.2 219.4 137.5 2.8 1,086.8 
115.6. 219.1 140.5 6.0 847.7 
LST 218.0 141.7 4.0 1,049.0 
116.7 216.2 140.7 SeL 1,003.4 


1Percentage of civilian labor force seeking work. Figures in 1951 taken in March, June, August, and November; in 1952 taken in March, May, August and November; in 


1953 and 1954 taken in February, May, August, and November. 
Source: Dominion Bureau of Statistics 
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BUSINESS RECORD 


157 Executives Report That 


Survey of Business Opinion 


“THE NEWS FOR 1955 IS GOOD” 


WX VHILE the first half of 1955 will not be a 
record-breaker by any means, the consensus 
of 157 manufacturing companies participat- 

ing in the Board’s latest survey on the business out- 

look is that the moderate upswing in business which 


began in the latter part of 1954 will gain momentum 
in the months ahead. As a foundry executive puts it: 


“Definite evidence has now accumulated that the trend 
of business, at least within our own industry, has turned 
up. The most encouraging thing is the fact that inquiries 
are coming in at a sharply increased rate and for quan- 
tities of rather large proportions.” 


A good many companies base their own expecta- 
tions for better business in part on the belief that 
economic conditions in general will improve. For 
example, one office equipment manufacturer writes: 


“We expect new equipment orders for the first half 
of 1955 to be about 15% above those for the correspond- 
ing months of 1954. Generally speaking, we expect gen- 
eral business conditions in the first half of 1955 to be 
from 5% to 10% better than in the first half of 1954, but 
believe that our own business, because it is a growing 
one, should show the increases estimated above.” 


Most companies recognize, however, that “competi- 
tive conditions will continue to be rough.” A typical 
comment is that made by one paper producer: 


“We expect that general conditions in 1955 will be good 
enough to permit progress on our part in respect to sales 
volume, but probably not in respect to dollar profit.” 


And for many companies “boiled down, it looks as 
though there will be a slight increase in business, 
but nothing of great importance.” 


*1955 BUSINESS SCORECARD 
Summing up the opinions of the 157 firms: 


@ Six out of every ten companies expect to book 
more new orders in the first half of 1955 than in either 
the first or second halves of 1954. Only one out of 
eight expects fewer new orders. 

e Companies anticipating first-half 1955 dollar bill- 
ings to exceed the average 1954 rate outnumber by 
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almost three to one those companies predicting de- 
clines in billings. 

e Dollar value of production in the next six months 
likewise is expected to be higher than either in the 
first or second-half of 1954, although by not as great 
a margin as new orders or billings. 

e Almost half of all companies plan some increase 
in employment in the coming six months. 

© Two thirds plan no change in their average work- 
week in the next half year, while about one out of four 
anticipates lengthening the workweek, and one out of 
every ten companies predicts a curtailment. 

e Current dollar inventories are lower than a year 
ago at six out of every ten companies, and higher at 
about one fourth of all firms. However, only four out 
of ten report inventories as a per cent of sales are 
lower than a year ago. 

e Dollar inventories are expected to trend upwards 
somewhat in the coming six months’ period. 

¢ Capital expenditures in the first half of 1955 may 
show some slight improvement over the average 1954 
rate, according to cooperators' expressed intentions. 

e Almost half expect profits before taxes in the next 
six months will be higher than a year ago, whereas less 
than one third predict declining profits. 


BRIGHT AND NOT-SO-BRIGHT SPOTS 


Generally speaking, those companies in nonmetal 
industries are most optimistic regarding their busi- 
ness prospects for the next six months. One chemicals 
producer’s comments are representative: 


“There was a marked upturn in our volume of business 
about August 1, and while prior to that time we had not 
suffered a severe slump, yet we were down to a point 
about 11% below 1953. Since August 1, we have been 
running about 10% ahead of the same months of 1953. 
We think we have about reached our previous peak al- 
ready. As far as we can see, 1955 is likely to be ahead 
of 1954, for us, in all departments.” 


Manufacturers of products going into construction 
work, such as building materials and supplies, hard- 
ware, heating and plumbing supplies, and nonferrous 
metals report the buoyant effect of high levels of 
building activity: 
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“We believe that the cement industry as a whole has 
not been adversely affected by any economic decline dur- 
ing the last year. Construction, particularly of public 
highways, has continued at a high level of activity and 
no decline is evident in the immediate future.”— (Build- 
ing materials and supplies) 

* * * 

“As we see it now, the continued bright outlook for 
home construction, together with the rapidly increasing 
demand for summer air conditioning in homes, means 
our industry can look forward to exceedingly brisk busi- 
ness during the coming year.”— (Heating and plumbing) 


Other industry groups reporting above-average 
prospects for 1955 include chemicals, electrical appli- 
ances and supplies, paper and petroleum. 

Producers of textiles and of heavy industrial equip- 
ment (such as machine tools, railroad equipment and 
general industrial machinery) report generally de- 
pressed conditions. Many of these latter companies 
are still adjusting their activities to the run-out of 
government military contracts. In the case of one 
machine-tool builder: 


“During the first half of 1954 we were still making 
shipments at a peak rate reached in the Korean war. 
Shipments have been declining sharply during the second 
half of 1954 and will reach a point by year end which, we 
believe, will be maintained throughout the first half of 
1955. On this basis, shipments in the first half of 1955 will 
be about 50% of those for the first half of 1954 and about 
20% less than for the second half.” 


And one executive in a general industrial machinery 
firm points out: “As manufacturers of capital goods, 
we cannot help but be adversely affected by the re- 
ductions in outlays for plant expansions and other 
capital expenses.” However, one machine-tool execu- 
tive writes: 


“Our business can and will increase from its present 
level but it will be a gradual increase brought about, not 
by the sudden stimulus of war or defense business, but 
by. the normal industrial users of machine tools recog- 
nizing the competitive need for cost-reducing machine 
tools and by the industry’s ability to design and sell 
machines that will meet that challenge.” 


NEW ORDERS BOUNCE UP 


Seventy-five out of 128 companies (58%) expect 
the value of new orders received in the first half of 
1955 will be greater than in the corresponding period 
in 1954, far more than the nineteen companies (15%) 
predicting lower new orders, or the thirty-five com- 
panies expecting no change from last year’s rate. 
Many of these companies have already experienced 
an upturn in their new-orders rate, as in the case of 
one specialized industrial machinery firm where “in- 
quiries have improved and prospects for additional 
business look much brighter now than they did a few 
months ago.” 


For many companies in the metal-trades industries 
new orders have taken on a greater significance than 
has been the case for the past several years, when 
backlogs of unfilled orders were extensive. For as 
one steel producer explains it: 

“During the first half of 1954 production was still 
eating into backlog; since then production has been more 
closely related to new orders.” 

A number of cooperators attribute much of the ex- 
pected rise in new orders to rebuilding of depleted 
consumer stocks. Says a nonferrous metals producer: 

“Our business in 1954 was very markedly affected by 
liquidation of inventories, which are apt to be built up 
by our customers as their business improves. It may 
well be that our business for 1955 will be 20% to 25% 
better than in 1954 because part of it will be the replace- 
ment of inventories by our customers.” 


Of 108 companies comparing their prospective new 
orders in the first half of 1955 with actual new orders 
received in the second half of 1954, 62% expect to 
show increases, 11% predict declines, and 27% antici- 
pate no change in the rate of new-order receipts. 

Nowadays, “new orders and dollar billings mean 
almost the same thing” report many companies whose 
current backlogs are nominal or nonexistent. Con- 
sequently, most cooperators’ expectations on dollar 
billings in the coming six months are quite similar to 
those on new orders. Fully 56% of all companies cov- 
ered anticipate their dollar billings for the first half 
of 1955 will be greater than a year ago, more than 
twice as many as expect lower billings (23%), or 
equal billings (21%). 

An even greater proportion of manufacturers (597%) 
believe billings in the coming six months will show 
improvement over the total for the second half of 
1954, whereas 18% of these cooperators indicate a de- 
clining trend for billings is in prospect, and 23% expect 
their billings in the first half of 1955 will be comparable 
to the levels of the second half of 1954. 


PRODUCTION PERKS UP, TOO 


Not quite as many companies expect their dollar 
value of production in the next half year to exceed 
the first-half 1954 total because in some cases “back- 
logs were sufficiently large so that we could maintain 
normal production” during the early part of 1954. 
And several producers point to “the elimination of 
defense work” as another contributing factor, and a 
few companies expect to show declines “because of 
anticipated lower selling prices.” 

Nevertheless, sixty-seven out of 138 cooperating 
companies (48%) predict that their value of produc- 
tion in the first half of 1955 will be greater than that 
of a year ago, outnumbering almost two to one the 
thirty-seven companies (27%) foreseeing lower output. 

The outlook is still better when the anticipated 
rate of production for the first half of this year is 
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- compared to the average prevailing rate in the second 
half of 1954: seventy-one companies (58% of 123 
reporting firms) predict an upturn, thirty-five com- 
panies (28%) expect to equal the second-half 1954 
_ rate, and only seventeen companies (14%) forecast 
a decline in their production. 


_ Some companies expect their production to rise 
In 1955 “because in 1954 we produced less than we 
shipped in order to pull inventories down.” Other 
- companies cite “new plants and processes coming in 
during the first half of the new year” as reasons for 
expecting production increases. 

~ However, most companies expect they will be well 
able to handle any upsurge in business. As one 
foundry operator puts it: “We do not expect any 
build-up of backlog.” 


A CALL BACK TO WORK 


With most companies planning to step up their 
production schedules in the six months ahead, plans 
are being made to add to existing work forces. Only 
11% of all cooperating companies intend to cut their 
employment during the next half year, whereas 45% 
plan on hiring additional help, and 44% expect to 
maintain unchanged their present-sized work force. 
The great majority of these companies indicate that 
they will move cautiously in making changes in 
employment in either direction, only three out of 130 
companies making mention of an anticipated change 
greater than 5% in magnitude. 

A good number of companies indicate that they 
“have employees presently laid off who will be re- 
called to work before hours are increased, and at least 
one company is counting on an “increase in produc- 
tivity” to help boost production without a correspond- 
ing increase in employment. 

A few producers report that their “total employ- 
ment will increase through the elimination of over- 
time.” As a result, the length of the average work- 
week during the next six months, on balance, will in- 
crease but slightly at 123 cooperating companies. Of 
these, eighty-three plan no change whatever in their 
current workweek, twenty-eight companies intend to 
lengthen the workweek, while twelve companies in- 
tend to curtail the average hours worked per week. 

As in the case of employment, most contemplated 
changes in the length of the average workweek are 
described by cooperators as “slight.” A typical reply 
by one nonferrous metals producer indicates how cost- 
conscious most companies are: 


“Our average workweek will improve, but not over 
forty hours, as we very definitely fight against overtime.” 


ARE INVENTORIES TOO LOW? 


The past year has been a period of continuing in- 
ventory liquidation for the majority of 139 reporting 
companies. Eighty-three of these producers (60%) 
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indicate their current dollar inventories are lower than 
a year ago, as compared to thirty-three companies 
(24%) whose inventories have risen. An additional 
twenty-three companies report having neither added 
to nor reduced their investment in inventory in 1954. 

Part of the reduction in inventories, of course, re- 
flects an adjustment on the part of various producers 
to declining sales volumes. However, even after mak- 
ing allowance for changes in sales activity, more com- 
panies (forty) report that inventories as a per cent 
of sales are lower compared to year-ago levels than 
report a rise in their ratios of inventories to sales 
(thirty-two companies) . 

In fact, some companies report that a year ago 
“inventories were somewhat higher than they should 
have been, and they are a little bit lower than they 
should be now.” A substantial number of cooperating 
executives concur with one automotive equipment 
producer’s opinion that “the fat has been so fried out 
of inventory that we expect to see an increasing trend 
in inventory during the first half of 1955.” 

Thirty-six per cent of 124 cooperators, indeed, ex- 
pect their dollar inventories to rise during the next 
half year, whereas 28% indicate that their inventories 
will trend lower and 36% expect to maintain un- 
changed their current inventories. 

Most companies, regardless of their intended in- 
ventory policy, feel they have the inventory problem 
licked. Typically remarks a foundry executive: 


“Our dollar inventories are quite well stabilized and 
are subject to highly efficient inventory controls which 
enable us to prevent excessive accumulation.” 


In some cases, “inventories will have to be in- 
creased to take care of the present large volume of 
business.” But almost without exception, cooperators 
do not intend to relax their vigilance over inventories. 
To cite one example, a nonmetal products company 
states: 


“Our present sales and production programs are geared 
so that our dollar inventories will not change materially 
during the first half of 1955. In the event that inven- 
tories should start to increase, because sales do not meas- 
ure up to forecast, then we would find it necessary to 
reduce production to keep inventories in line.” 


CAPITAL SPENDING STABILIZES 


“Our plans for capital expenditures are not dra- 
matic” is the typical comment of many cooperators 
when comparing projected capital expenditures for 
the first half of 1955 with the average 1954 rate. For 
some companies which are “just completing expan- 
sion programs, capital expenditures for the first half 
of 1955 will be considerably below that of 1954.” In 
the words of one paper executive: “We shall have 
completed a program in 1954, after which we expect to 
rest a few years.” 
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On the other hand, other producers report “capital 
expenditures will increase substantially—we are put- 
ting up additional production facilities.” At least 
one company reports: 


“Capital expenditures will probably be higher in the 
first half of 1955 as compared to the 1954 rate because 
of the start of a moderate building program which was 
originally planned for 1954 but which was postponed.” 


And one nonmetal products manufacturer indicates: 


“Our capital expenditures in 1954 were inconsequential. 
In 1951 and 1952 we increased our plant account through 
additional facilities costing 50% of our net plant value at 
the end of 1950. In 1955 we are contemplating increas- 
ing it with labor-saving and production improvement 
facilities, and this might increase our plant account at 
the end of 1954 from 5% to 10%.” 


In total, forty-five concerns (representing 31% of 
the 146 companies reporting their plans on capital 
spending) expect to increase their capital expendi- 
tures in the first half of 1955 beyond the average 1954 
rate, while thirty-nine companies (27%) plan on 
reducing their rate of capital spending in the next 
half year. The largest number, sixty-two companies 
(42%), plan to continue capital expenditures un- 
changed from the 1954 rate. 

In some companies “considerable additional work is 
under consideration, on which decisions have not yet 
been made.” This holds true in the case of one chemi- 
cals producer: 


“Outside of some indeterminate expansion programs at 
the present time, our capital expenditures for 1955 will 
be very nearly the same as those of 1954. If our plans 
for expansion materialize, our capital expenditures could 
be double those of the preceding year.” 


PROFIT OUTLOOK FAVORABLE 


Sixty out of 125 cooperating companies look for- 
ward to improvement in their profits before taxes 
during the first half of 1955, as compared with profits 
in corresponding months of 1954, reflecting in most 
cases anticipated increases in sales volume. Some 
companies give part of the credit to “new products 
that will be added to the line,” while others expect to 
“benefit from planned additions to capacity in 1954.” 

Thirty-nine companies do not expect first-half 1955 
profits before taxes to come up to year-ago levels, 
primarily because of expected sales declines, attribut- 
able in several instances to “the completion of de- 
fense contracts in the first half of 1954.” A few com- 
panies’ profits will be adversely affected by “reduc- 
tions in the prices of our products,” and at one firm 
“a sharp increase in promotional expenses” will reduce 
profits in the immediate future. 

Profits before taxes for an additional twenty-six 
companies will be about the same in the first half of 
1955 as in the first six months of last year. 


Cooperators in this month’s survey were asked to 
give their best estimates as to when their business 
would recover to the previous peak. 


LOOKING AHEAD TO NEW PEAKS 


A surprisingly large number, twenty-one companies, 
report their business as being entirely unaffected by 
the recent drop-off in general economic activity. An 
additional six companies report “our business has 
already regained its peak in dollars.” But one of these 
companies adds that “it will take several years before 
we can use up all our present capacity.” 

Ten more companies expect to regain their pre- 
vious peaks in activity sometime in 1955, whereas 
seven companies expect this to take place in 1956, and 
ten other manufacturers indicate it will be “several 
years” before their all-time highs will be reattained, 
estimates ranging from 1957 to 1960. 

Finally, seven companies are generally pessimistic 
about ever returning to their past business peaks in 
the foreseeable future. In the words of one producer 
of general industrial machinery: 


“There is a question in our minds whether our busi- 
ness will again reach its previous peak, except, of course, 
in case of a national emergency, in which case we would 
expect that it would reach its previous peak rather sud- 
denly.” 


One automotive equipment executive is somewhat 
more optimistic: 


“For this company, the general economic decline has 
been accentuated by a drastic shrinkage in government 
orders for certain products. Therefore, improvement in 
profits must be gained not only from an improved eco- 
nomic situation, but also from the development and 
acquisition of new products. This program is a long- 
range one. Very successful development of a few new 
products might result in surpassing previous peaks within 
three years, but at the steady growth rate anticipated 
in the areas into which the company has diversified, a 
longer time will be required to surpass the previous high 
year.” 


Other companies also are counting on “the gradual 
growth and expansion of our business” to eventually 
lead them back to their postwar best. 


One company official concludes: 


“Tt would be difficult for us to find that there has been 
any economic decline in our business, as sales have held 
up very well and some branches of our business have 
increased materially. But we do not expect our profits 
to reach the higher levels for some time, as we expect com- 
petitive conditions to continue to be rough.” 


Sotomon EruE 
G. CuarK THompson 
Division of Business Practices 


(See pages 29-46 for industry reports) 
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SELECTED BUSINESS INDICATORS 


Percentage Change 


Item Latest Month | Latest Month 
Novemberp October September November over over 
Month Ago Year Ago 
Production and Business Activity— 

Industrial production total (S)............. 1947-49 = 100 129 |r 126 124 129 +2:4 0 
arable goods: (S) 2252s eee ees 1947-49 = 100 144 |r 139 136 146 +3.6 -1.4 
Nondurable goods (S)................25. 1947-49 = 100 118 |r 117 115 115 +0.9 +2.6 
SO TPTEYGIEAL FEM ESS se ene Nek =o yo oe Ae 1947-49 = 100 110 109 108 111 +0.9 -0.9 

Consumer durables (S)...............006- 1947-49 = 100 128 104 107 112 +23.1 +14.3 

WW aehine tOOls*i a... 3). eee os bevel ote oes 1945-47 =100 n.a. 190.9 213.4 348.4 -10.5 45.2 

Construction contracts awarded, residential?|| million dollars 709 852 ay 484 -16.8 +46.5 

Construction contracts awarded, other’. .... million dollars 790 1,114 1,039 910 -29.1 -138.2 

Feparl sales! (S).2.:c Mec Sale Sees eae million dollars n.a. 14,071 14,214 14,040a -1.0 +0.2 

Retail inventories (S)4.................-5- million dollars n.a. 21,996 |r 22,425 22.7204 159 -3.2 

Department store salesiS) sen seta eee teetce 1947-49 = 100 114 113 107 113 +0.9 +0.9 

Department store inventories (S)‘..........|| 1947-49 =100 n.a 124 |r 125 128a -0.8 —8.1 

Manufacturing sales (S)................5.. million dollars n.a 23,377 |r 28,626 25,010 -1.1 —6.5 

Manufacturing inventories (S)*............ million dollars n.a 43,773 |r 48,668 47,044 +0.2 -7.0 

Manufacturing new orders (S)............. million dollars n.a. 23,974 |r 24,463 22,163 -2.0 +8.2 

Manufacturing unfilled orders‘.............|| million dollars n.d. 48,200 |r 48,000 63,626 +0.4 —24 2 

Carloadings, total’. .......... 0.0.0. c eee ee thousand cars 673 726 687 701 -7.3 —4.0 

Carloadings, miscellaneous®................|| thousand cars 342 361 841 357 -5.3 4.2 

Prices, Wages, Employment— 

Basic commodity prices®.................. 1947-49 = 100 90.8 90.5 90.8 87.4 +0.3 +3.9 

Wholesale commodity prices, ELLY eee 1947-49 = 100 109.8 109.7 110.0 109.8 +0.1 0 
JETT ey Ag GN SE ee ce a BY Pe 1947-49 = 100 93.1 93.1 93.6 93.7 0 —0.6 
WaVGUISEDIA Lee pick o.b) se Hekticla. ths, helmos Saves 1947-49 = 100 114.6 114.5 114.4 114.5 +0.1 +0.1 

Consumers’ price index................... 1947-49 = 100 n.a. 114.5 114.7 115.4 -0.2 -0.8 

Farm parity price ratio................... 1910-14 = 100 87 87 88 90 0 3.3 

Non-agricultural employment.............. thousands 55,577* 54,902* 54,617* 55,274 +1.2 n.a, 

nemployments sf ss. tees: cis cose alee oes thousands 2,893* 2,741* 3,099* 1,428 +5.5 n.a. 

Factory employment..................... thousands 12,679 |r 12,655 |r 12,611 138,534 +0.2 -6 3 

Average weekly hours worked, manuf’ing. . . || number 40.1 39.9 39.7 40.0 +0.5 +0.3 

Average hourly earnings, manufacturing. .. . || dollars 1.82 TESS 1.81 1.79 +0.6 +1.7 

Personal income (S)’................020-5- billion dollars n.@. 285.9 |r 286.6 287. 8a -0.2 -0.7 

Finance and Government— 

Bank debits, outside New York City®....... roillion dollars 65,826 62,823 62,241 60,046 +4.8 +9.6 

PSTISIMESEHOANS yo eds ci sfedcos aie a herel eae a million dollars 21,620 21,117 20,934 23,309 42.4 -7.2 

Consumer instalment credit outstanding‘... .|} million dollars n.@. 21,952 21,935 21,766a) +0.1 +0.9 

Privately held money supply‘.............. billion dollars n.a@ 204.8 202.5 197. 3a +1.1 +3.8 

Federal budget receipts................... muillion dollars n.a. 2,887 4,951 3,255a 41.7 -11.3 

Federal budget expenditures............... million dollars n.d. 4,857 5,019 5,753 -3.2 -15.6 

Defense expenditures...............-.2.-- million dollars n.a. 3,450 3,479 4,395 -—0.8 -21.5 

Federal budget surplus or deficit, cumulative™| million dollars n.a. —7,106 —4,888 —6.251a' ¥ 3 

1Output of major consumer durables 6A verage of 22 daily spot market prices aOctober, 1953 n.a.Not available 

2Shipments 7Annual rate etre es he: rRevised 

937 eastern states 8888 centers Adjusted for seasonal variation 

4End of month *Average of Wednesday figures *1954 data based upon new sample; not directly comparable to earlier data 
5Average weekly From July 1 to end of month indicated 


Sources: Association of American Railroads; Bureau of Agricultural Economics; Bureau of Labor Statistics; Department of Commerce; F, W. Dodge Corp.; Federal Reserve; 
National Machine Tool Builders Association; Treasury Department; Tam Conrmarmncr Boarp 
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29. Mutual Benefit Life Insurance Company, Newark...| 1,489 
30. Irving Trust Company, N. Y. C................... 1,487 
31. Penn Mutual Life Insurance Company, Philadelphia.| 1,457 
32. New England Mutual Life Insurance Co., Boston...| 1,446 
33. Bank of the Manhattan Company, A Oar ra cis 1,435 
34. First Bank Stock Corporation, Minneapolis......... 1,384 


HUNDRED LARGEST FINANCIAL CORPORATIONS 


he one-hundred largest financial corporations— 
according to size of assets—is shown below for 
the year 1953.1 The list consists of sixty-seven banks, 
of which eleven are mutual saving banks, twenty- 


See The Business Record, October, 1954, and November, 1954, 
respectively, for the one-hundred largest trade corporations in 1953 
and the one-hundred largest manufacturers in 1953. 


5 Ags FIRST list by Taz Conrerence Boarp of 
t 


seven insurance companies, four sales finance com- 
panies and two mutual investment companies.! 
Duplication of assets exists in the present tabula- 
tion, perhaps more than in the previous lists of manu- 
facturing and trade corporations. For example, the 


1Governmental and semiofficial organizations, such as the Federal 
Reserve Banks, were not considered as coming within the scope of 
the present tabulation. 


ONE-HUNDRED LARGEST FINANCIAL CORPORATIONS IN 1953 


Assets 
$ Million 

1. Metropolitan Life Insurance Company, N. Y.C..... 12,311. 

2, Prudential Insurance Company of America, Newark. .| 10,944. 
3. Bank of America, National Trust & Savings Ass’n, 

San’ Francisco tee os cis «haces os smote eksis re ue 8,501. 

4, Equitable Life Assurance Soc. of the U.S., N. Y. C..| 7,044. 

5. National City Bank of New York, N. Y.C......... 6,049. 

6. Chase National Bank of the City of New York...... 5,562. 

7. New York Life Insurance Company, N. Y.C........ 5,536. 

8. John Hancock Mutual Life Insurance Co., Boston.| 3,852. 

9. Northwestern Mutual Life Insurance Co., Milwaukee.} 3,069. 

10. Guaranty Trust Company of New York, N. Y.C....| 2,972. 

11, Manufacturers Trust Company, N. Y.C............| 2,933. 

12. First National Bank of Chicago.................... 2,854. 
13. Continental Illinois Nat’l Bank and Trust Co. of 

rie Oe a Pen Te elie EY eee 2,779. 

14. Travelers Insurance Company, Hartford............ 2,644. 


2,452 
2,370 


15. General Motors Acceptance Corporation, N. Y. C... 
16. Aetna Life Insurance Company, Hartford........... 


17. Mutual Life Insurance Co. of New York, N. Y. C...| 9,327 
18. Bankers Trust Company, N. Y.C................. 2,133 
19. Security-First National Bank of Los Angeles........ 2,024. 
20. Chemical Bank & Trust Company, N. Y.C......... 2,006. 


@j,abianover Bank, N.-¥. C.j05 -2 sir se dents es one Aes 
22. Mellon National Bank and Trust Co., Pittsburgh.... 
23. National Bank of Detroit..................000000- 
24, C.1. T. Financial Corporation, N. Y. C............ 
26. First National Bank of Boston.................... 
26. Massachusetts Mutual Life Insur. Co., Springfield. . . 
27. Marine Midland Corporation, Jersey City........... 1,610. 
28. Northwest Bancorporation, Minneapolis............ 


1,842. 
1,821 
1,808. 
1,738. 
1,726. 


35. Cleveland Trust Company.....................05. 
36. American Trust Company...............00e0eee0. 
37. Bowery Savings Bank, N. Y. C..................4. 
38. Connecticut General Life Insurance Co., Hartford..} 1,176. 
39. Commercial Credit Company, Baltimore............ 
40, Connecticut Mutual Life Insurance Co., Hartford. . 


i a a ar er ery 


46. Pennsylvania Co. for Banking and Trusts, Phila... . 
47. Anglo California National Bank of San Francisco. ... 
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49. New York Trust Company.....................0.4 773. 


Assets 
$ Million 
50. Seattle—-First National Bank...................... 771.3 
51. Wisconsin Bankshares Corp., Milwaukee........... 770.2 
52. Detroit, Banks... 00. «sce conslee Coculus see ner tee 756 .2 
53. First National Bank of the City of New York...... 730.8 
54. Harris Trust and Savings Bank, Chicago........... 724.3 
55. Provident Mutual Life Insurance Co. of Philadelphia] 718.6 
56. United States National Bank, Portland, Oregon... 715.8 
57. Northern Trust Company, Chicago.............. oy 715.4 
58. National City Bank of Cleveland................. 712.5 
59. Dime Savings Bank of Brooklyn.................. 703.5 
60. Union Central Life Insurance Company, Cincinnati.| 695.7 
61. Bankers Life Company, Des Moines............... 671.6 
62. Republic National Bank of Dallas................ 658 .6- 
63. First National Bank of Portland, Oregon........... 646.2 
64. First National Bank in Dallas................0... 646.2 
65. Phoenix Mutual Life Insurance Company, Hartford. 641.4 
66. Mercantile Trust Company, St. Louis............. 630.6 
67. Williamsburgh Savings Bank, Brooklyn............ 629.7 
68. Girard Trust Corn Exchange Bank, Philadelphia. . 628.2 
69. California Bank, Los Angeles..................... 628.0 
70. Dollar Savings Bank of the City of New York...... 618.8 
71. Manufacturers National Bank of Detroit........... 607.4 
72. First National Bank in St. Louis.................. 590.5 
73. Associates Investment Company, South Bend...... 581.4 
74. BancOhio Corporation, Columbus................. 562.7 
75. Western and Southern Life Insurance Co., Cincinnati} 556.2 
76. National Life Insurance Company, Montpelier. .... 551.8 
77. Public Nat'l Bank and Tr. Co. of New York, N. Y.C.| 546.3 
78. Peoples First Nat’] Bank & Trust Co., Pittsburgh..| 544.0 
79. Massachusetts Investors Trust, Boston............ 523.3 
80. Central National Bank of Cleveland............... 521.9 
81. Wells Fargo Bank & Union Trust Co., San Francisco.| 508.9 
82. Equitable Life Insurance Co. of Iowa, Des Moines..| 505.9 
83. State Mutual Life Assurance Company, Worcester..| 480.2 
84. National Life and Accident Insurance Co., Nashville.| 477.9 
85. Commerce Trust Company, Kansas City, Mo...... 476.1 
86. Investors Mutual, Inc., Minneapolis.............. 472.9 
87. Marine Bancorporation, Seattle................... _ 468.5 
88. Fidelity Union Trust Company, Newark........... 467.9 
89. Pacific Mutual Life Insurance Company, Los Angeles} 464.9 
90.: Bank of: New York; Ni ¥iC..c he. ces ea eee 463.9 
91. Citizens & Southern National Bank, Savannah..... 458 .2 
92. National Shawmut Bank of Boston............... 452.5 
93. American National Insurance Company, Galveston. 449.8 
94. Dry. Dock Savings Bank, N. Y. C................- 446 .0 
95. Lincoln Savings Bank of Brooklyn................ 444.8 
96. Bank of California Nat’l Association, San Francisco.| 440.4 
97. Greenwich Savings Bank, N. Y. C................ 440.1 
98. East New York Savings Bank, Brooklyn........... 435.0 
99. Indiana National Bank of Indianapolis............ 429 .2 
100. East River Savings Bank, N. Y.C................ 425.8 


BUSINESS RECORD 


Eid | oa 

|. Bank of America, National Trust & Savings 
; Association, San Francisco.............- 8,501.8 | 7,744.2 
2. National City Bank of New York, N. Y.C..| 6,049.0 | 5,538.2 
. Chase Nat’l Bank of the City of New York..| 5,562.5 | 5,062.1 
. Guaranty Trust Co. of New York, N. ¥Y.C..} 2,972.6 | 2,521.0 
. Manufacturers Trust Company, N. Y.C....] 2,933.1 | 2,699.4 
3, First National Bank of Chicago............ 2,854.6 | 2,621.3 

. Continental Illinois National Bank & Trust 
Carol Chicago yt... cle castuelele ne. Gi a)e 2,779.6 | 2,536.5 
8. Bankers Trust Company, N. Y. C.......... 2,133.9 | 1,907.6 
9. Security-First Nat’] Bank of Los Angeles...} 2,024.7 | 1,874.8 
0. Chemical Bank & Trust Company, N. Y. C.| 2,006.6 | 1,816.2 
sY, Hanover Bank, N. Y.C............-00006- 1,842.2 | 1656.7 
2. Mellon Nat’l Bank and Trust Co., Pittsburgh} 1,821.7 | 1,579.8 
3. National Bank of Detroit................. 1,808.7 | 1,700.4 
First National Bank of Boston............. 1,726.0 | 1,535.9 
. Marine Midland Corporation, Jersey City...| 1,610.6 | 1,474.0 
§. Northwest Bancorporation, Minneapolis....} 1,596.3 | 1,463.2 
. Irving Trust Company, N. Y.C........... 1,487.4 | 1,323.9 
‘8. Bank of the Manhattan Company, N. Y. C.} 1,435.3 | 1,298.6 
19. First Bank Stock Corporation, Minneapolis.| 1,384.1 | 1,265.3 
. Cleveland Trust Company................ 365.8 | 1,277.6 
. American Trust Company, San Francisco...| 1,285.3 | 1,197.8 
. Philadelphia National Bank............... 886 .2 803.5 
8. Corn Exchange Bank Trust Co., N. Y. C... 830.0 774.7 
»4. J. P. Morgan & Co., Inc., N. Y. C......... 797 .4 687.6 

. Pennsylvania Company for Banking and 

Trusts, Philadelphia............. a ee 791.4 720.9 
. Anglo California Nat’] Bank of San Francisco} 790.8 724.2 
New York Trust Company, N. Y.C........ 773.7 678.7 
: Seattle—First National Bank............... 771.3 710.9 
. Wisconsin Bankshares Corp., Milwaukee....) 770.2 705.5 
BPERCGH acne ites as og cis te Galerie iste a lets - 756 .2 GULL 
. First Nat’] Bank of the City of New York...| 730.8 579.9 
32. Harris Trust and Savings Bank, Chicago....} 724.3 672.4 
3. United States National Bank, Portland, Ore.| 715.8 661.8 
4, Northern Trust Company, Chicago......... 715.4 677.5 
. National City Bank of Cleveland........... 712.5 660.1 
. Republic National Bank of Dallas.......... 658.6 576.6 
. First National Bank of Portland, Oregon....| 646.2 589.0 
. First National Bank in Dallas............. 646 .2 601.5 
39. Mercantile Trust Company, St. Louis....... 630.6 574.5 
. Girard Trust Corn Exchange Bank, Phila...| 628.2 559.8 
. California Bank, Los Angeles.............. 628.0 592.1 
. Manufacturers National Bank of Detroit.... 607.4 578.8 
3. First National Bank in St. Louis........... 590.5 544.2 
. BancOhio Corporation, Columbus.......... 562.7 528.6 

. Public National Bank and Trust Company of 
ewe Oris Ne MaC, sieve cals dleiela,sreetelere ed's 546.3 490.9 

. Peoples First National Bank & Trust Com- 
FAN Ya EAUCSDUP EM cree seiy le ee oia)a seis’ elec 544.0 494.0 
. Central National Bank of Cleveland........ 521.9 489.1 

. Wells Fargo Bank & Union Trust Company, 
Sati PrANCisCO tees asc eis. oee s) Sevd ciate 508.9 474.8 
. Commerce Trust Co., Kansas City, Mo..... 476.1 4A1.5 
. Marine Bancorporation, Seattle............ 468.5 431.9 
. Fidelity Union Trust Company, Newark....} 467.9} ~ 430.0 
, Bank of New York, N. Y.C..........-.+.- 463.9 412.4 

. Citizens & Southern National Bank and 

Holding Company, Savannah............ 458 .2 424.9 
. National Shawmut Bank of Boston......... 452.5 407.6 
5. Bank of California Nat’] Ass’n, San Francisco| 440.4 394.3 
. Indiana National Bank of Indianapolis...... 429 .2 397.5 


ERs a tactic shee earls 6s tele 77,324 


Note: Capital funds consists of capital stock, surplus, and undivided profits, 
and, in some cases, the banks themselves include certain reserves, cae 
Operating income consists of interest and discount on loans, interest and dividends 
on securities, commissions, fees, service charges and other current operating earnings. 
Net operating income before federal income taxes is operating income, less interest 
on deposits, interest and discount on borrowings, wages and salaries, taxes other 
than income, and other current operating expenses. 
1Excluding mutual savings banks 


Sources: Annual reports of the banks; Moody’s 
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.O | 70,303 .3 | 5,381 


BANKS! AND BANK HOLDING COMPANIES IN 1953, RANKED BY SIZE OF ASSETS 


Dollar Figures in Millions 
6 ret Net 
rating ratin; 
Capital Gpeiatios bie aor neome Divi- peeve! Nester Total 
aie come | Federal | Taxes? Federal a poe Employees | Payroll 
Income ncome 
Taxes? Taxes 
441.4 307.9 | 125.4 67.5 68.0 38.4 | 200,000 | 20,000 | 80.7 
393.0 129.7 59.1 29.6 29.6 14.1 | 57,603 | 13,063 | 44.8 
382.3 125.3 62.0 27.9 34.1 14.8 | 77,500 | 10,705 | 41.6 
390.9 G25 45.0 21.5 23.5 17.5 | 22,872 3,933 | 16.5 
179.7 70.0 27.2 12.5 14.6 7.2) 27,671 6,171 | 23.3 
194.0 n.a n.a. n.a. 15.2 432 5,184 3,498 n.a 
199.1 54.4 n.d. n.d. 17.2 9.0 | 14,054 3,455 n.d. 
179.8 59.3 26.0 13.3 12.7 6.7 | 19,043 4,000 | 22.6 
124.0 60.7 27.8 15.0 12.8 4.6 | 11,000 4,878 | 17.4 
131.1 44.2 Q1.5 10.0 11.6 5.2 | 16,441 2,800 | 14.3 
146 .2 37.8 19.7 9.9 9.9 4.8 | 10,312 2,648 | 11.5 
228.7 48 .2 QT .4 13.1 14.3 6.6 2,032 2,717 | 12.2 
92.9 40.6 i yee 7.6 9.4 lati: 8,966 8,482 | 14.4 
128.9 43.5 24.3 12.3 12.0 6.4 | 22,574 4,207 | 12.0 
108 .6 48 .6 16.8 G0 9.3 4.3 | 24,888 4,313 | 16.3 
93.0 AT 4 17.9 8.3 9.6 3.0 | 13,232 4,524 | 16.8 
122.5 34.9 16.7 8.0 8.7 5.8 | 50,749 2,435 | 11.8 
94.8 35.0 15.2 7.8 7.4 4.5 | 26,853 2,454 | 11.8 
91.4 44.1 16.7 8.3 8.4 3.4 | 13,092 4,413 | 14.4 
76.1 n.d. 12.8 5.5 (hes Aaa | 2,409 2,374 n.d. 
68 .4 42.1 11.9 6.4 5.5 2.8 8,752 3,056 | 13.5 
72.5 18.3 9.8 3.6 6.2 3.7 | 10,924 1,319 5.5 
51.4 ily hele} 5.6 1.6 3.9 2.3 | 10,052 2,217 7.4 
68.6 18.2 8.4 333 5.1 9.5 1,741 859 6.1 
AT. oSck 9.3 5.0 4.3 2.7 | 11,872 1,969 7.7 
46.1 27.3 9.8 5.3 4.5 2.0 4,844 1,892 thot 
TA 4 18.6 10.4 5.0 5.4 3.3 7,178 1,065 5.2 
49.3 23.8 8.9 3.9 5.0 1.8 3,875 2,085 Sale 
AT .7 18.1 5.7 1.5 4.2 1.2 7,567 2,389 aS 
32.6 19.3 7.9 aia) 4.6 jel 2,238 1,202 5.5 
142.3 16.4 13.1 5.9 7.1 6.9 7,683 296 2.1 
36.2 18.0 7.8 3.4 4.4 1.4 482 963 5.4 
46 4 ANAL 8.1 coe | 5.0 Pe 4,268 1,689 6.4 
25.8 n.d. n.d. n.d. 1.4 0.7 682 1,313 | n.a. 
41.7 16.2 6.8 3.0 3.8 1.5 5,827 941 4.3 
56.0 15.4 8.0 3.6 4.4 eh 3,316 674 8.5 
46.6 22.4 7.4 3.3 4.1 1.9 2,099 2147 8.2 
34.9 11.8 6.2 3.3 2.9 2.0 3.510 693 n.d. 
45.1 17.6 7.8 3.7 4.1 2.0 6,193 1,356 5.3 
51.2 20.6 8.7 4.3 4.4 4 6,999 1,812 7.8 
28.2 18.7 Wag, 4A 2:8 ihe f 2,925 1,661 n.d. 
25.0 13.9 6.3 3.6 oer 1.0 1,531 966 3.9 
38.3 12.6 6.3 3.1 3.1 1s 5,200 922 n.d. 
29.1 n.a n.d. n.d. 2.6 1.0 4,564 1,338 | n.a. 
42.6 16.2 6.1 2.9 3.1 D7 5,800 1,633 5.8 
41.4 15.2 5.8 2.8 3.0 ari 4,805 1,219 4.9 
24.2 13.2 4.1 1.9 2.3 0.9 4,404 994 4.4 
24.5 12.0 3.8 1.8 1.9 1.2 1,970 996 4.7 
29.6 10.8 5.2 ae 2.5 0.9 1,502 746 2.5 
29.6 16.0 5.6 1.7 3.8 0.7 4,489 1,514 n.a. 
$2.1 14.5 n.a. n.d. 2.9 1.2 2,298 1,099 | n.a. 
37.7 12.6 5.3 2.8 2.5 1.5 2,078 930 4.6 
25.8 12.6a 4.7a 1.2a 3.4a 0.9a| 3,571 1,059 4.4 
34.3 nN.@, n.d. n.d. 2.8 1.6 7,399 1,586 | n.a. 
27.3 11.5 4.7 2.0 a7 1.1 2,853 809 3.9 
28.4 8.8 4.0 Ls 2.7 0.8 842 660 2.7 


2In most cases, after state income taxes. ” : 
3In a few cases, state taxes were not shown separately, but were included with 
federal income taxes. x 
4Since some data are not available, a few of the totals do not include data for all 
fifty-six banks ey are operating income—51 banks; net income before federal 
income taxes, and federal income taxes—50 banks; total payroll—45 banks, 
aExcluding holding company. 
n.a.Not available. 
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MUTUAL SAVINGS BANKS IN 1953, RANKED BY SIZE OF ASSETS 
Millions of Dollars 


Total Assets Deposits eo 
Profits! 
as Rp ad a Ses Reo na eS Seco Sees Se ae Sh ha eee 

1. Bowery Savings Bank, N. Y.C......... 00.0 e cece eee eer e eee e een n ener cence eeees 1,240.6 1,123.2 104.0 
2. Philadelphia Savings Fund Society........-. 0-020 cece cence eee e eee eee eee ee eee e nee ees 800.5 708.1 51.0 
3. Emigrant Industrial Savings Bank, N. Y.C....-.---. eee cece cece eee eee e eee eee ees 783.4 709.8 70.0 
4. Dime Savings Bank of Brooklyn.............. 00 eee e eee eee eee e eee etter eee tence eee n ees 703.5 619.9 68.6 
5. Williamsburgh Savings Bank, Brooklyn............--.- +s sees seen eee tee eee eee eee 629.7 545.4 67.3 
6. Dollar Savings Bank of the City of New York.............-2.s esse cece eee eee e eee eee 618.8 573.0 41.1 
7. Dry Dock Savings Bank, N. Y. C......... 0-0 e cece eee reece reenter eee eee tenner eens 446.0 401.7 41.2 
8. Lincoln Savings Bank of Brooklyn...........-.. 0s eee e eect eet eet eee eee eee eens 444.8 399.7 40.1 
9. Greenwich Savings Bank, N. Y. C.... 2... e cee eee eee eet eee e eect eee ees 440.1 398 .6 38.2 
10. East New York Savings Bank, Brooklyn............... ce eee eee cece cee cece e ees 435.0 390.0 44.3 
11. East River Savings Bank, N. Y. C......... 05.00. . s cece sence eee en ne cee rece rescence 425.8 391.7 23.5 
Wat aot boos se ok ean Sea Bone Ge Dn ea ee Stes Ree Oa bon Cae a Ob ee OOO 6,968 .2 6,261.1 589.3 

1Assets less liabilities, such as deposits, mortgagors’ accounts, accrued taxes and unearned income, etc. Source: Statements of condition of the individual banks 

INSURANCE COMPANIES IN 1953, RANKED BY SIZE OF ASSETS 
Millions of Dollars 
> Total . 
Admitted | yore Folisybolder |G. gam 
Assets Gain 

i= Metropolitan Life Insurance Co. IN.» Xo Cane cease nee 2 ciagela+ «ome e eieiei eel eel siete 12,311.9 9,131.4 214.8 56.2 
2. Prudential Insurance Co. of America, Newark............-. ees SNe ok cranes 10,944.5 1,892.6 191.1 70.3 
3. Equitable Life Assurance Society of the United States, N. Y.C............... 7,044.7 1,151.1 115.9 46.3 
Au New York Late Insurance Company.) NeuY> O-aeostcn acide ties eles = fetes 5,536.8 678.5 76.4 20.4 
5. John Hancock Mutual Life Insurance Co., Boston............-...202ee eee eee 3,852.7 702.0 61.1 31.7 
6. Northwestern Mutual Life Insurance Co., Milwaukee.............--...-+.-- 3,069 .7 415.1 f 48.8 17.8 
72 Travelers: Insurance Company.) HAartlord ssc oe coc ae setstseiete ole a eater 2,644.6 n.d. ii n.d. n.d. 
gy Acina bite Insurance Companys Harttordoce se nse eee lyase ay ere ele 2,370.7 557.1 34.1 6.9 aT.2 
9, Mutual Life Insurance Co. of New York, N. Y. C............. ee eee eee eens 2,327.0 252.3 44.5 27.9 16.6 
10. Massachusetts Mutual Life Insurance Co., Springfield.................---.-- 1,655.7 225.8 29.2 19.5 ayy 

11. Mutual Benefit Life Insurance Company, Newark.................----.---- 1,489 .0 199.5 23.6 fea 6.5 — 
12. Penn Mutual Life Insurance Company, Philadelphia.....................-.-- 1,457.8 180.6 19.2 13.8 5.4 
13. New England Mutual Life Insurance Company, Boston...............-...-- 1,446.9 216.6 32.9 21.3 11.6 
14. Connecticut General Life Insurance Company, Hartford.................-... 1,176.4 267.1 17.3 4.9 12.4 
15. Connecticut Mutual Life Insurance Company, Hartford.................-... 1,012.8 153.5 Q7.2 17.4 9.8 
16. Lincoln National Life Insurance Co., Fort Wayne............-..:2e00eeee0es 958.7 183.3 29.5 3.5 19.0 
17. Provident Mutual Life Insurance Co. of Philadelphia........................ 718.6 84.7 9.3 7.9 1.4 
18. Union\Central Life Insurance Company, Cincinnati..............------.---- 695.7 81.7 7.8 4.5 3.3 
19)Bankers Life Company, Des, Moines... 2500102 le de inna See ee seme aoe 671.6 116.5 15.4 10.0 5.4 
20. Phoenix Mutual Life Insurance Company, Hartferd................-.-.--05- 641.4 87.4 10.3 5.9 4.4 
21. Western and Southern Life Insurance Co., Cincinnati....................200- 556.2 102.5 12.4 6.0 6.4 
22. National Life Insurance Company, Montpelier.................00ee eee ee ees 551.8 81.0 12.8 10.5 2.3 
23. Equitable Life Insurance Co. of Iowa, Des Moines...............-..----+--- 505.9 68.3 al 4.5 2.6 
24. State Mutual Life Assurance Company, Worcester.........-0...2+22e+-20e0e 480.2 76.8 10.0 6.3 3.7 
25. National Life and Accident Insurance Co., Nashville...............2.+-20+-- 477.9 116.7 9.7 isi 8.6 
26. Pacific Mutual Life Insurance Company, Los Angeles...............++-+2+5- 464.9 89.5 9.5 2.9 6.6 
27. American National Insurance Company, Galveston...............2--202-05: 449 .8 97.2 7.2 0.6 6.6 
AWE) AR 9 Res ie ieee RL RR on ead i A> AR oe het Sy < his. Piet a pea Sih ie 65,513.9 | 10,208.8 | 1,312.8 900.6 412.2 


Note: Admitted assets exclude such assets as book value of (1) real estate acquired 
by foreclosure over company’s valuation; (2) mortgage loans on real estate over 
company’s valuation; (3) stocks over market value; and (4) bonds over amortized 
or investment value. 

Total income consists of premiums and annuity considerations, policy proceeds 
and dividends left with the company at interest, income from investments (less 
investment expenses and federal income taxes), and net capital gain. 

Source: Moody’s 


chances are good that any bank borrowing on the part 
of sales finance companies will be made from the banks 
which appear in the same list. Furthermore, the mu- 
tual funds on the list hold some of the outstanding 
securities of the other corporations in the one-hundred 
largest financial corporations. Moreover, each of the 
nonbank corporations herein listed has a bank ac- 
count which appears as one of its assets. Very likely 
in many cases, the bank account may be with one of 


Balance before dividends is total income less the following deductions: benefits to 
policy owners and beneficiaries, commissions, taxes, additions to policy reserves, 
net capital loss, administrative and general expense and miscellaneous expense. 

Net operating gain is the balance after policyholder dividends. 

. 1Totals for total income, balance before policyholder dividends, policyholder 
dividends, and net operating gain do not include data for Travelers Insurance Com- 


pany. 
n.a.Not available. 


the fifty-six commercial banks and trust companies. 

Between the financial companies in this list and the 
manufacturing and trade corporations in the two pre- 
vious lists, considerable duplication of assets must also 
exist. The banks, insurance companies, sales finance 
and investment companies on the present list either 
are important in the long-term or short-term financing 
of the manufacturing or trade corporations, or as 
depositories for their funds. As a matter of fact, 
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SALES FINANCE COMPANIES IN 1953, RANKED BY SIZE OF ASSETS 
Millions of Dollars 


Net Oper- 

Total Net | Invested | Operating] 278, | Federal Dividends 
Assets | Worth | Capital | Income | 'BS°™ | Income "Paid 

Federal In- 

come Taxes 
1. General Motors Acceptance Corporation, N. Y.C............ 2,452.8 | 152.5 {1,375.6 | 187.4} 65.5 : } 15.0 
ee. 1. L. Financial Corporation, N. Y. C..2)0..000. 0. ek 1,738.3 | 230.8 | 729.8 | 226.7 16.7 
8. Commercial Credit Company, Baltimore.................... 1,068.7 | 148.1] 440.7 | 148.7 11.0 
4. Associates Investment Company, South Bend................ 581.4 79.1 | 223.6 90.6 5.6 
VPRO AL ac os a RY A Se ae eae 2 ae 5,841 .2 610.5 | 2,769.7 653 . 4 48.3 


a. Includes foreign income taxes. 
Source: Annual reports of the companies 


virtually any of the financial activities of the manu- 
facturing and trade corporations will possibly involve 
some of the financial companies on the list. 

The fifty-six banks and holding companies on the 
list (exclusive of the mutual savings banks) hold 49% 
of the assets. The insurance companies are nearly as 
important. Twenty-seven companies hold about 42% 
of the assets of the one-hundred largest financial cor- 
porations. Consequently, only about 9% is ac- 
counted for by the mutual savings banks, the sales 
finance companies, and the investment companies. 

The largest financial corporation on the list has 
assets well above those of the largest manufacturing 
corporation—$12 billion against $5 billion. Similarly, 


the smallest financial company has assets nearly 
twice as high as the smallest manufacturing company 
on the list. 

A considerable difference exists, however, in the 
composition of assets. Assets of manufacturing com- 
panies consist predominantly of buildings, machinery, 
raw materials and finished goods ready for sale; in 
other words, of tangible items. The assets of the finan- 
cial companies consist largely of stocks, bonds and 
various types of claims on property and other people 
and businesses. 

Anrta R. BeckERMAN 
Frank Gaston 
Division of Business Economics 


FINANCIAL NOTES AND FOOTNOTES 


AS THERE been any change in Federal Reserve 
policy? Chairman Martin says that the change 
has been in emphasis rather than policy. It appears 
to be generally agreed that something has changed. 
This is definitely a “sensitive area.” A careful ap- 
praisal of what has taken place is essential. 
Here are some of the developments which have 
attracted rather general attention: 


® The bill rate, which had been moving upward some- 
what irregularly for a good while, reached and passed 
the 1.30% mark as the end of the year approached. 

e Despite the firming of this short-term rate, and 
notwithstanding a moderate decline in free reserves, 
the Federal Reserve did not enlarge its outright hold- 


ings of government obligations at all through December 


22, and kept its bills under held repurchase agreements 
to relatively low figures. 

e While insisting that too much should not be made 
of it, Chairman Martin around the middle of December 
left no doubt in the minds of the public that such 
events as these had at least some sort of significance. 


JANUARY, 1955 


In view of all the circumstances, even a change from 
“active ease” to “ease” in Federal Reserve policy 
attracts attention. It is not surprising that a good 
deal has been made of this chain of events. So far, 
however, the stock market, which is universally re- 
garded as having drawn much of its recent inspiration 
from Federal Reserve policy, has apparently not taken 
these year-end changes very seriously. 

What is still to follow either in the form of further 
alterations in Federal Reserve policy or in the shape 
of reverberations in the stock market or in general 
business remains for the future to disclose. One thing 
is certain. What has happened to date is of very 
moderate proportions as may be seen from such com- 
parisons as these: 


|. During the pre-Christmas week, the bill rate moved 
to a point slightly above the 1.30% mark; they were at 
|.70°/, or better a year earlier. 

2. The December 23, 1954, Federal Reserve state- 
ment showed bills held under repurchase agreement 
had been wholly liquidated; a year earlier they stood at 
$568 million. 
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3. Holdings of governments purchased outright just 
before Christmas totaled $24.9 billion; in 1953 they 
came to $25.3 billion. 


BUT— 


4. Free reserves during the week before Christmas 
averaged $733 million; last year they averaged $245 
million. 


The explanation of the co-existence of larger free 
reserves and a smaller volume of outstanding Federal 
Reserve credit—down $1,211 million on the year—is 
not far to seek. Required reserves are not far from 
three fourths of a billion below a year ago. This de- 
cline in the amount of reserves member banks are re- 
quired to carry stems from several factors. Among 
them are: 


@ A long-term shift of funds from banks in the larger 
centers to others whose reserve requirements are lower. 


e A relatively greater increase in time deposits which 
carry lower reserve requirements than demand deposits. 


© General reduction in reserve requirements effected 
by administrative action on the part of the Federal Re- 
serve authorities in the course of 1954. 


Regardless of the volume of Federal Reserve credit, 
general monetary policy must be regarded as one of 
“ease,” if not one of “active ease,” so long as free re- 
serves run to several hundred million dollars. 

The ultimate effect of such changes as have oc- 
curred in Federal Reserve policy will depend upon 


what interpretation is placed by the public upon what . 


has taken place—assuming, of course, that no further 
steps follow—F. W. J. 

P.§S. Post-Christmas ease in the bill rate seemed to 
cast doubt on the thought that anything of much 
importance in Federal Reserve policy had occurred. 


BUSINESS FORECASTS 


Plant and Equipment Expenditures 


The New York Times (December 10) —‘Outlays for new 
plant and equipment planned for the first quarter of 1955 
will run at an annual rate of $26 billion, slightly below the 
fourth-quarter 1954 rate, a government survey indicates. 

“A joint survey released today by the Securities and Ex- 
change Commission and the Department of Commerce was 
based upon estimates supplied by businessmen this 
month... . 

“Examination of the investment trends of individual 
industries showed that producers of machinery and stone, 


clay and glass expect to spend as much in the early months 
of next year as they did in the first three months of this 
year. Transportation equipment companies also expect to 
exceed year-ago spending in the first part of next year, 
although the increase is due entirely to nonautomotive 
equipment producers. First-quarter programs of primary 
iron and steel and nonferrous metal companies are substan- 
tially below their actual outlays in the first quarter of 1954, 
according to the survey.” 


Construction 


Department of Commerce, Department of Labor, joint 
release (November 16)—“New construction activity is ex- 
pected to reach an all-time high of $394 billion in 1955, 
7% above the record-breaking $37-billion volume indicated 
for 1954... . 


EXPENDITURES FOR NEW CONSTRUCTION IN CONTINENTAL 
UNITED STATES 


Estimate for 1954 and Forecast for 19551 
In millions of dollars 


Type of Construction 1954 1955 Pidied 

Total new construction..................| $37,000] $39,500 +7 
Private construction..................5. 25,525] 27,400 +7 
Residential building (nonfarm)......... 13,305} 15,000} +13 
New dwelling units................:. 11,890} 13,475} +13 
Additions and alterations............. 1,120] 1;200 +7 
Nonhousekeeping.............-...... 295 325} +10 
Nonresidential building (nonfarm)...... 6,140) 6,400 +4 
Tndustriple stad. ob eens ee 2,000} . 1,850 -8 
Commereial:25-<.c camo. oe eee ee 2,155} 2,300 +7 
Warehouses, office and loft buildings. . 955} 1,000 +5 
Stores, restaurants and garages...... 1,200} 1,300 +8 
Other nonresidential building......... 1,985] 2,250} +13 
Religious! yi get eae Se tn ee oie § 585 675) +15 
Bducationales ac: acetic etaenaran 560 650} +16 
Social and recreational.............. 210 925 +7 
Hospital and institutional........... 335 400; +19 
Miscellaneous:s\ <p cacmonth er teacies 295 300 +2 
Farm construction. ©. /..e4.65 eee 1,560} 1,450 -7 
Public utilities o27,.205 oes sae ee ee 4,400} 4,425 +1 
Railroadsis cee bile caste ometle oe 375 325) -13 
Telephone and telegraph............. 625 650} +4 
Other public utilities................. 3,400} 3,450 +1 
Local transite \..42 avieua bree tiowee on 25 25 0 
Pipelinessi, Sy cis stctlatestoeer gaa nero 300 325 +8 
Electric light and power............ 1,900} 1,950 +3 
Gas i2ie i, eae Seay Oe pe at 1,175; =1,150 -2 

All other private..2;. 5.s,2c taped rie 120 125 +4 
Public constriction. o.0-sl Geen ee 11,475] 12,100 +5 
Residential building................... 840 250) -26 
Nonresidential building................ 4,605] 4,450 -3 
Toduatiial “Wann toa cee cee 1,570} 1,050] -83 
Wducational eee Sistine a resets 2,070} 2,400) +16 
Hospital and institutional............ 850 400} +14 
Other nonresidential building......... 615 600, -2 
Military facilities\= 2 tonnes con ae ee 935} 1,100] +18 
Highwaysacniaqdsrcins siicin caches ad nesters te 3,550} 4,200} +18 
Sewer and water aise meieniers sei sae 975| 1,050 +8 
Miscellaneous public-service enterprises. 200} 215) +8 
Conservation and development......... 720| © 675 -6 
AllFotherpablicszaninseiactenptect nly teint 150} 160} +7 


Joint estimates of the Department of Labor and the Department of Commerce 


“The prospect for this increased volume in 1955 is based 
on the assumption that the general level of economic activ- 
ity will remain relatively stable, and disposable income of 
consumers will continue at a record rate... .” 


(Continued on page 28) 
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CONSUMER PRICES UP SLIGHTLY IN NOVEMBER 


FTER HAVING declined steadily since midyear, 

A 1954, Tue ConrereNce Boarp’s consumer 

price index for ten cities rose 0.2% in Novem- 

ber.1 The purchasing value of the dollar as a conse- 

quence dipped slightly to 99.8 cents (1953 dollar= 
100 cents). 


Food Costs Up 


The rise in the general index to 100.2 (1953=100) 
is owing, in large part, to an increase of 0.5% in the 
food index, which reached 98.4 in November. This is 
1.1% below the year-ago figure. The rise in the food 
index in November occurred in seven of the cities 
surveyed. While food costs declined in Birmingham, 
Houston. and Indianapolis, the drop was not enough 
to offset the price rises in the other cities. 

Meat, fish and poultry were up generally in most 
of the cities, along with fresh fruits and vegetables, 
which rose seasonally. Coffee prices were lower in all 
of the cities, while tea increased in most of them. 
Cereal and bakery products, as well as dairy products 
and eggs, showed little change. 

The housing index was unchanged for the month, 


1For those interested in the old series (January, 1939=100), the 
all-items index rose to 180.4 in November. 


remaining at 101.4, but was 0.8% higher than it had 
been a year earlier. Apparel declined slightly to 98.7, 
which was 1.3% lower than in November, 1953. Both 
the sundries and transportation indexes rose slightly 
over the month, but while the sundries index was 0.7% 
higher than in November, 1953, transportation was 
0.4% lower. 


Boston and Birmingham 


Of the individual city indexes, those for Boston and 
Birmingham changed the most, Boston’s rising 0.5% 
and Birmingham’s falling 0.5%. Declines also occurred 
in Houston and Indianapolis. The Los Angeles index 
remained unchanged. Over the year span, the Indi- 
anapolis index fell 1.0%, with the Birmingham, Bos- 
ton, Los Angeles and Philadelphia indexes showing 
smaller declines. The Chicago, Denver, Detroit and 
Houston indexes were higher than a year earlier. New 
York was at the same level as in November, 1953. 


Changes Since Korea 


The accompanying chart shows the movement since 
the outbreak of the Korean war in the all-items, food, 
apparel, housing, and transportation-sundries in- 
dexes. June, 1950, marked the beginning of scare buy- 


The Conference Board's Consumer Price Index for Ten Cities, and Purchasing Value of Dollar 


Housing 


1953 = 100 


January 1989 =100 


All 4 : Purchasing! 
Items! | Food Fuel, | Furnish- | ~PP®r ‘Bae 
Total Rent Power ings and 
and Water) Equipment 
1953 November.......... 100.4 99.5 100 .6 102 .6 100.2 99 .6 100.0 5 99 .6 
December...........} 100.2 98.9 100 .6 102.9 100.2 99 .3 100.0 sth 99.8 
Annual average...... 100.0 100.0 100.0 100.0 100.0 100.0 100.0 0 100.0 
1954 January............ 100.6 99.8 101.0 103 .6 102.6 98.9 99.6 8 99.4 
February........... 100.3 98.9 101.3 104.2 102.8 99.5 99.5 0 99.7 
1M te Se oe enn 100.3 98.6 101.38 104.5 102.6 99.5 99.7 0 99.7 
Aprile a tcctsrie «et 100.3 99.1 101.3 104.7 103 .2 99.0 99.3 .0 99.7 
IM Ary Meta teitie wis’. 100.7 100.5 101.1 104.7 101.6 98.7 99.1 0 99.3 
RU TUNE(, is dio etaraed bye iapaie 100.4 99.7 101.0 104.7 102.0 98.5 99 .0 9 99 .6 
July..... 100.6 100.3 101.0 105.5 99.7 98 .6 98.8 9 99 .4 
AUIGUSb Cs. cece ce 3 100.4 99.5 101.0 105.6 99.7 98.3 98.9 0 99 .6 
September.......... 100.2 98.6 101.1 105.7 99.7 98.6 98.9 a4 99.8 
October. ..s5565.. 0165 100.0 97.9 101.4 106.3 100.9 98.6 98.8 ais 100.0 
November.......... 100.2 98.4 101.4 106.5 100.2 98.8 98.7 2 99.8 
7 
Percentage Changes 
Oct., 1954 to Nov., 1954...) +0.2 +0.5 0 +0.2 -0.7 +0.2 0.1 +0.1 +0.1 —0.2 +0.2 0.4 
Nov., 1953 to Nov., 1954.. 0.2 -1.1 +0.8 +3.8 0 -0.8 -1.3 0.4 +0.7 +0.2 0.2 +0.2 


1More stable items such as rent, utilities and parts of transportation and sundries priced quarterly. 
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Movement of Consumer Price Index 
1953=100 


110 


APPAREL 
on 


100 


HOUSING 


TRANSPORTATION 


90¢ AND SUNDRIES 


°) D J D J D a D J ND 
RS ely Gy OZ UO Cae OO MLO Gm O 4mm ELLOS, 
ing, stockpiling and of government purchase for in- 
creased military needs. The ensuing price inflation 
of consumer goods and services continued for some 
months. Four of the five indexes reached a definite 
plateau, then two of them (food and apparel) de- 
clined, housing returned to its upward climb, and the 
all-items index became quite stable. Apparel reached 
its peak in June, 1951, while food, housing and the 


BUSINESS 


all-items index began to level off six months later, in 
December, 1951. The food, apparel and housing 
plateaus each lasted about six months, after which 
the individual indexes continued in motion, either up- 
ward or downward. j 

In contrast to the generally rising price movements 
over the past decade, the all-items index remained 
extremely stable since June, 1951, when its upward 
climb was halted. This index has not fluctuated more 
than two percentage points in almost three years. Of 
the individual component indexes, only housing con- 
tinued to rise steadily after it leveled off between 
December, 1951, and June, 1952. During the past 
eighteen months, however, the rate of increase in this 
index has lessened considerably. 

A period of rapidly rising prices followed by sta- 
bility throughout tle past year and a half has been 
characteristic of each of the ten monthly city indexes. 
Both the amounts and rates of increase have been 
similar from city to city. The range of increase in the 
individual city all-items indexes has not varied more 
than four percentage points. For example, in June, 
1950, the Detroit index was at 88.0 and the Denver 
index at 90.7; in November, 1954, the Detroit and 
Denver indexes each read 100.1. 


JEROME GRAHAM 
Statistical Division 


FORECASTS 


(Continued from page 26) 


Walter E. Hoadley, Jr., economist, Armstrong Cork Com- 
pany (in an address before the National Industrial Confer- 
ence Board’s 383rd Meeting, November 18) —‘‘While there 
is certainly good reason to look forward to record-building 
activity next year, I do not believe that prospects are so 
strong as virtually to rule out all problems for the industry. 
Sales may not be too difficult to make—but profits certainly 
will not be automatic. 

“Here are a few points which may temper current opti- 
mism with realism: 

“First, despite the record-volume building activity, it is 
sobering to note that building contractors, as well as mate- 
rial distributors, particularly at retail, continue to be among 
the leaders in business failures to a year ago... . 

“Secondly, a definite and fairly sharp rise in housing 
vacancies has occurred across the nation during recent 
months... . 

“Thirdly, the possibility of some tightening in mortgage 
credit next year should not be completely eliminated. Most 
of the optimism toward 1955 construction is based upon a 
firm conviction that there will be little difficulty in obtain- 
ing funds to finance a record volume of building. . . . I 
fully agree that the new housing bill makes provision for an 
expanded volume of credit in the housing field next year, 


but merely wish to point out that such a development is 
not automatically assured, as some observers imply.” 


Agriculture 


Federal Reserve Bank of Richmond, Monthly Review, 
December—“In brief, the agricultural outlook for next 
year reads like this: Domestic demand is expected to con- 
tinue high; exports should be up, perhaps 10% or more; sup- 
plies will continue large; and farmers’ prices are expected to 
average close to present levels. Here in a nutshell is the 
shape of things to come as currently seen by the Agricul- 
tural Marketing Service of the USDA... . 


“Due mainly to reduced production of cotton and wheat, 
the nation’s total crop output for 1954 will be down about 
5% from 1953’s high level. Some further acreage cutbacks 
are in prospect. Even if it is assumed that most of the 
acreage diverted in 1954 and 1955 will be effectively utilized 
and that growing conditions will be average, total crop out- 
put next year is likely to be slightly below 1954 levels.” 


Ezra Taft Benson, Secretary of Agriculture (in an ad- 
dress before the American Farm Bureau Federation, De- 
cember 15) —“For the year ahead, I believe the outlook is 
generally good—both for agriculture and the nation as a 


(Continued on page 46) 
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Industries Generally Foresee: 


FURTHER IMPROVEMENT IN BUSINESS 


(See pages 17-20 for general survey of executive opinion) 


METAL INDUSTRIES 
Automobiles and Equipment 


The eight automobile firms cooperating in this 
survey generally expect business to be better in 1955. 
Only one company reports “new orders for the first 
half of 1955 will be approximately 5% below the first 
half of 1954,” while four producers expect increases 
ranging from “100%,” to “slightly above” year-ago 
levels. Three others “do not expect new orders for 
the first half of 1955 to be substantially different” 
from the corrresponding period for 1954. 

Comparing prospective orders in the first half of 
1955 with the second half of 1954, four cooperators 
anticipate increases of “70%,” “25%,” “10%,” “5%,” 
while three companies foresee no change from 1954 
levels. 

Most of the eight cooperators report that presently 
‘new orders and dollar billings mean almost the same 
thing in our company.” Four companies predict 
dollar billings in the first half of 1955 will exceed bill- 
ings in the first half of 1954, in one case by as much 
as “52%.” One automotive producer looks for a 6% 
decline, while three expect no change. Furthermore, 
five of this group say that first-half 1955 billings will 
exceed second-half 1954 levels “considerably,” by 
“48%,” “10%, due to the vacation shutdown in the 
second half of 1954,” “6%” and “around 5%.” An- 
other two cooperators expect first-half 1955 billings 
to be level with the second half of 1954. 


The rate of production will be higher in the first 
six months of 1955 than a year previous at four out of 
the seven companies reporting on this point and un- 
changed for the remaining three companies. Com- 
pared with second-half 1954 levels, five out ‘of six 
companies predict that the first-half 1955 production 
rate will be “slightly” higher, “up 8%,” “approxi- 
mately 10% higher,” “considerably better” and “48% 
increased.” The sixth automotive producer reports 
that “we expect the rate of production in the first six 
months of 1955 to be similar to the last six months 
of 1954.” 

Reflecting the improved outlook for production, 
six out of eight cooperators expect to increase their 
employment during the coming six months, and two 
companies plan to maintain the same sized labor 
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force presently employed. On the other hand, only 
two companies plan to increase their workweek, 
whereas five companies plan no change in the average 
hours worked per employee over the next half year. 
In the words of one executive, “we have employees 
presently laid off who will be recalled to work before 
hours are increased.” 

Dollar inventories have been slashed substantially 
by six companies. When compared to a year ago, cur- 
rent inventories are reported as being lower by “53%,” 
“420%,” “approximately 35%,” “about 14%,” “14%,” 
and “10%.” One company’s inventories “are the 
same” as a year ago. Asa per cent of sales, inventories 
of four companies are lower, “about 3% higher” at 
one company, and “approximately the same” at two 
companies. 

Only one out of these seven automotive equipment 
producers expects to further cut inventories during 
the next six months. Two cooperators say that “in- 
ventories will be level in the first half of 1955,” while 
four companies expect to build up inventories, in one 
case “slightly,” in another “up 4%.” One executive 
remarks that “dollar inventories will increase and are 
increasing, but will not be so large in the first half 
of 1955 as in 1954.” 

Three companies expect that capital expenditures in 
the first half of 1955 will be less than the 1954 rate 
and three others plan to maintain expenditures at the 
1954 level. However, one automotive producer reports: 


“Our rate of capital expenditures will increase substan- 
tially during the first half of 1955 as compared with the 
average rate this year; we are putting up an additional 
production facility and this will account for the major 
part of this increase.” 


The earnings outlook for the first half of 1955 is 
about a stand-off, judging from the replies of six 
cooperators. Two companies expect first-half 1955 
profits before taxes to show “substantial improve- 
ment” over the first half of 1954, in one case convert- 
ing a deficit into a profit. But two other companies 
expect profits before taxes will be “somewhat lower” 
and “approximately 30% below” the first half of 1954, 
and two companies expect about the same level of 
profits before taxes in the first half of 1955 as a year 
ago. 

Opinion is divided as to when business will exceed 
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previous peaks. One company reports its “business 
was not adversely affected by the economic decline.” 
Another cooperator writes: 


“We expect to pick up the slack caused by the run-out 
of defense contracts and to be operating close to previous 
maximum levels along the middle of 1955.” 


One company says that it will exceed its previous 
peaks “during 1956,” one producer says that in his 
case this will take place “within a year or two,” and 
one company allows that “very successful develop- 
ment of a few new products might result in surpassing 
previous peaks.” 


Electrical Appliances and Supplies 


The majority of seven electrical appliance and 
supplies companies report anticipating better busi- 
ness in the first half of 1955. Three out of five firms 
indicate that new orders in the next six months’ 
period “should exceed substantially those for the 
same period of 1954,” in two instances increases of 
“20% to 25%” and “approximately 10%” being men- 
tioned. One company expects “about the same” vol- 
ume of new orders and one company feels new orders 
for the first half of 1955 “will probably be between 
5% and 10% less.” 


Of two companies making comparison between ex- 
pected new orders for the first half of 1955 with sec- 
ond-half 1954 levels, one expects a 5% to 10% in- 
crease, and the other foresees no change. 


Commenting on their billings outlook, five coopera- 
tors state that first-half 1955 dollar billings will exceed 
first-half 1954 billings “substantially,” by 10% (two 
companies), and “by 5%,” while one company ex- 
pects “a drop of 10%.” The outlook is also favorable 
when expected billings in the first half of 1955 are 
compared with second-half 1954 actuals, three pro- 
ducers reporting increases and one company expect- 
ing about the same level of business to prevail. 

Five out of the seven companies are confident their 
production rate during the next six months will show 
improvement over the comparable months in 1954. Of 
these five, two expect to show “substantial” increases, 
two predict production rises of 10% and one expects 
only a slight improvement. On the other hand, one 
electrical appliance and supplies producer predicts 
his first-half production rate will be 10% below the 
rate during the first half of 1954 and one company 
expects it “to be about the same.” 

Four cooperators report that their first-half 1955 
production will also be higher than in the second half 
of 1954, increases of “10%” and “5%,” being men- 
tioned, while one producer expects a “seasonal de- 
cline,” and a sixth company expects its production to 
remain level. 

Despite the indicated over-all rise in production, 
three companies expect to reduce their labor force, 


as opposed to two companies that expect to increase 
their employment and one company which plans to 


maintain unchanged its current labor force during 


the next six months. 
One executive writes: 


: 
: 
| 


“So far as total employment is concerned, we have per- : 
mitted this to drop during the last six months by not — 
replacing normal terminations. This policy will be con- | 


tinued into the first half of 1955 and consequently our 
total employment will decrease during the first six months 
of next year.” 


Another company attributes a planned 5% cut in 


employment to “changes in product mix and a reduc- 
tion in our military program,” while a third says that 
“employment and average workweek will be season- 


ally less.” The average workweek will “remain about — 


the same” during the next half year at one company, 
will be lengthened at two companies, and curtailed at 
another two. 


Except for one cooperator who writes that “our 
dollar inventory has remained constant for approxi- 
mately twelve months,” all six remaining companies 
report carrying smaller dollar inventories than a year 
ago. In three instances, current inventories are re- 
ported as “25% less,” “down 15%” and “7%” less. 
In three companies the reduction in inventory has 
kept pace with declines in sales so that inventory- 
sales ratios are unchanged from a year ago, while two 
companies’ inventories as a per cent of sales are lower 
than a year ago. Significantly, none reports higher 
inventories relative to present sales volume. 

Three cooperators intend to maintain their current 
level of inventories through the first half of 1955, 
one company expects inventories to “trend down- 
ward” and the remaining three companies plan to 
add to their present dollar inventories, in one case by 
“15%.” As one cooperator puts it, “inventories will 
have to increase to take care of the present large vol- 
ume of business.” 

Capital expenditures in the first half of 1955 will 
be increased by three out of the seven cooperating 
electrical appliance and supplies firms, will decrease in 
one company “because we have just completed a pro- 
gram covering the past five years,” and will continue 
unchanged at the 1954 average rate at three other 
companies. 

Four cooperators predict that profits before taxes 
during the first half of 1955 will be better than a year 
ago, up “15% to 20%” and “12%” in two cases. An- 
other producer indicates that “our profit should be 
substantially ahead of the corresponding period of 
1954, which was our worst year in a long time.” One 
company expects about the same level of profits to 
prevail and one producer thinks his first-half 1955 
profits before taxes will be less than in the same 
period in 1954. 

One cooperator indicates that his business has not 
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been affected by the recent decline in general busi- 
ness, while a second company says “it will be late 
1955 before peak profits” are again reached. The 
third executive writes: 


“T hope that I am mistaken but I do not expect business 
to return to its peak level during 1955. Barring a large 
national defense, or other spending program, it will prob- 
ably be some years before we again reach the previous 
peak demand for special engineered equipment. Never- 
theless, the growth in other departments of our business 
might well produce the previous peak total business we 
have enjoyed within the last two or three years.” 


Electrical Machinery 


Of three cooperating electrical machinery producers, 
one predicts “an increase of 20%” in first-half 1955 
new orders over the corresponding period in 1954, one 
company expects a “10% drop,” and one company 
expects to receive new orders at the same rate as a 
year ago. This company adds that “it is possible that 
this might be increased by 5% or 10% but we see no 
chance of it being lower.” However, comparing the 
anticipated level of new orders during the next six 
months with second-half 1954 ordering, two of the 
three cooperators expect increases of “20%” and 
“30% because of a strike in 1954,” and one company 
expects new orders to come in at the second-half 
1954 rate. 

Dollar billings for the next six months will follow 
new orders rather closely, according to the comments 
received from this group. One company foresees a 
20% gain over year-ago billings, one company expects 
a 15% decline, and the third cooperator expects no 
change from the 1954 level of billings. A 30% in- 
crease in first-half 1955 dollar billings over the second- 
half 1954 level is anticipated by one producer, a 5% 
gain is forecast by a second company, while a third 
cooperator sees no change. 


The first-half 1955 rate of production, valued in 
dollars, is expected to show a 20% improvement over 
the first-half 1954 rate in one company, whereas an- 
other company predicts a 10% decline and one com- 
pany foresees little change in either direction. Com- 
Menting on the comparison between expected first- 
half 1955 production versus second-half 1954 produc- 
tion, one electrical machinery manufacturer expects 
production to rise, and two companies expect produc- 
tion “to remain constant.” 

Of three reporting producers, two anticipate their 
employment will show a “slight increase” during the 
first six months of 1955, while one company expects 
to continue with its present-size labor force. The one 
company estimating the coming six months’ trend in 
the length of the average workweek indicates this 
“will continue at the present level or possibly increase 
slightly.” 

At two electrical machinery companies, current 
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inventories are “4% lower than a year ago,” but one 
of these two cooperators indicates “as a per cent to 
sales the ratio has remained constant.” Both of these 
companies indicate that they expect a “slight upward 
trend in dollar inventories during the first half of 
1955,” in one case because of “the present low level.” 

All three cooperators report that their rate of capital 
spending in the first half of 1955 will continue about 
the same as in 1954, For two companies, profits be- 
fore taxes in the first half of 1955 will be “slightly less” 
and “10%” less than in the first half of 1954, and the 
third cooperator expects a slight increase in profits 
relative to a year ago. 


Foundries 


Although seven cooperating foundry operators re- 
port anticipating general improvement in their busi- 
ness in the immediate months ahead, profit margins 
may narrow still further in some cases. Three of 
these companies expect new orders in the first half of 
1955 will show increases over year-ago levels. In one 
case this increase is estimated as “at least 30%.” Two 
other cooperators expect no change in prospective 
first-half 1955 new orders compared with last year. 
Similar comparisons result when the expected rate of 
ordering in the first half of 1955 is matched against 
new orders received in the past half-year period; three 
companies expect new orders to trend upward, and 
two expect no change. 


Two cooperators expect first-half 1955 dollar bill- 
ings will be greater than in the first six months of 
1954, one company mentioning a “15% increase” as 
probable, and these companies also expect that such 
billings will also be greater than in the second half of 
1954. Two other foundry operators expect their bill- 
ings in the first half of 1955 to continue at about the 
same rate as in the first and second halves of 1954. 

Commenting on the outlook for production in the 
next six months, two foundries forecast that their 
value of production will be higher than in either the 
first or second half of 1954, while three other respond- 
ents expect that their 1954 level of operations will 
continue unchanged through the first half of 1955. 

In light of anticipated production schedules, two 
producers plan to expand their employment “slightly” 
and by “approximately 20%,” and two others report- 
ing on this point expect to make no changes during the 
coming half year. All four producers indicate that 
the workweek currently in effect will be maintained 
unchanged for the next six months. 

Three out of the seven cooperating foundries report 
current dollar inventories larger than a year ago by 
“10%,” “7%,” and “slightly, but most of this is due 
to purchase of scrap when the market was very low. 
We generally take advantage of such periods.” An- 
other three companies indicate that inventories are 
“about the same” and “well stabilized,” and one com- 
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pany reports: “Current dollar inventories are some- 
what lower than a year ago but, because of reduction 
in sales, represent an increase when compared as a 
per cent of sales.” 

Another foundry likewise reports “our current dollar 
inventories as a percentage of sales are about 9% 
higher than a year ago,” and one producer reports his 
ratio of inventory to sales has remained “constant.” 

While one producer expects that “dollar inventories 
will trend downward in 1955,” two companies expect 
inventories to “remain more or less constant during 
the first half of 1955.” 

Capital expenditures during the first half of 1955 
will be higher than in 1954 for four companies in this 
group. One of these four firms indicates a “tremen- 
dous” increase is in the offing, while two others expect 
their capital spending will expand “somewhat.” An- 
other two companies expect their capital spending to 
continue at about the 1954 rate, but one foundry 
executive writes “we do not contemplate any capital 
expenditures for the first half of 1955.” 

Although two cooperators look for better profits 
before taxes in the first half of 1955 as compared with 
year-ago results, in one case converting a loss into a 
profit, two others expect their profit “will probably 
be lower” and “9% to 10% less.” And one foundry 
operator expects profits will be “comparable” with the 
first-half 1954 level. 

While one cooperator reports “our operations have 
been materially reduced since July 1, 1953, and will 
probably not reach their previous peak for some 
months to come,” another foundry executive states 


that “definite evidence has now accumulated that the 


trend of business at least within our own industry has 
turned up. The most encouraging thing is the fact 
that inquiries are coming in at a sharply increased 
rate and for quantities of rather large proportions.” 


Hardware 


Two hardware manufacturers report that new orders 
in the first half of 1955 will be increased “15%” and 
“slightly” from the first half of 1954, while two other 
producers expect about the same rate of new orders 
will prevail. A fifth company makes no estimate on 
this point. Similarly, two companies expect that first- 
half 1955 new orders will exceed in volume those of 
the past half year, and two others foresee little change 
either up or down. 

Dollar billings for the next six months will be 
higher than a year ago at two companies, up “10%” 
and “very slightly,” and unchanged at the remaining 
three hardware firms. Four out of the five cooperat- 
ing companies believe the coming six months’ billings 
will be greater than in the second half of 1954, a 
“40% increase, largely seasonal,” and a “10% in- 
crease” being mentioned, while one company expects 
billings will remain constant. 


wT? ecto 


Three out of the five companies expect dollar pro- — 


duction in the first half of this year to be “increased 
12%,” “up a few per cent,” and “a little better” than 


a year ago. On the other hand, one producer predicts — 


a “25%” drop in production compared with the first 
half of 1954, and one company expects little change. 
Comparing anticipated first-half 1955 production with 
the second half of 1954, three hardware companies 
predict a rise and two expect about the same level ot 
manufacturing activity. 

Two companies report that they expect to add to 
their labor force in the coming six months. In one 
instance the workweek will also be expanded. The 
other cooperator indicates his firm’s “average work- 
week will stay about the same” 

Four out of five companies report current inven- 
tories as less than a year ago by “30%,” “10%,” “6%,” 
and “5%,” whereas a fifth cooperator states: 


“Our inventories are slightly up over a year ago. A year 
ago we had quite a backlog, couldn’t keep up with demand, 
consequently our inventories were always low.” 


Of the two companies expressing their inventories 
as a per cent of sales, one reports a 15% rise in this 
ratio over a year ago and one shows a 4% drop. 

One company expects to hold its inventory steady 
during the next six months, while another reports 
“they will tend to decrease.” However, two coop- 
erators plan to add to their present inventories, be- 
cause, as one executive explains, “while our inven- 
tories at the end of 1953 were somewhat higher than 
they should have been, they are a. little bit lower 
than they should be now.” 

Capital spending plans for the first half of 1955 
show no marked changes for this group—one company 
planning to increase the amount spent, one company 
planning to reduce such expenditures, and three com- 
panies maintaining the same rate as in 1954. As one 
hardware executive puts it: 


“Our plans for capital expenditures are not dramatic. 
We shall continue at the same general level as has been 
in effect during the last two or three years. We do not have 
any major project in view. Nor have we made any change 
in our plans because of economic conditions.” 


The three companies estimating their first-half 1955 
profits before taxes all expect them to be better than 
in the first half of 1954, although in one case “only 
slightly” so. 

Commenting on the question when previous peaks 
will be reattained, one hardware executive writes “I 
wish we knew,” but another producer reports that 
his business has not been affected at all by the decline 
in general business. 


Heating and Plumbing 


Business prospects for five cooperating heating and 
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_ plumbing producers are rather good “due to the 
present extremely healthy picture in new-home con- 
struction and the still more optimistic predictions of 
the new-home construction field for 1955.” Three out 
of the five companies anticipate that new orders will 
- come in at a faster rate than in the first half of 1954, 
an increase of “11%” during the next six months being 
- specifically mentioned by one cooperator. The remain- 
‘ing two companies expect to equal their first-half 
1954 level of new orders. 

Two cooperators expect first-half 1955 new orders 
will exceed the second-half 1954 level, while two other 
_ firms expect the usual seasonal decline in new orders 
_ to take place, and one company sees no change in the 
level. 

Three out of four companies responding anticipate 
dollar billings in the first half of 1955 will be greater 
_ than a year ago, whereas one company believes bill- 
_ ings “will tend to be less.” Compared with the second- 
half 1954 level of billings, three companies expect a 
lower billings rate in the first half of 1955, in two in- 
stances again due to lower seasonal demands, while 
one company hopes to exceed the 1954 figure. 

The value of production will be higher in three 
heating and plumbing firms, first-half 1955 compared 
to first-half 1954, and about the same in two other 
companies. While one company expects a seasonal de- 
cline in production from the second half of 1954 to the 
first half of 1955, two other companies foresee produc- 
tion increases and two expect production to remain 
- more or less stable. 

Commenting on the level of employment and the 
average length of the work week expected to prevail in 
the first half of 1955, two companies plan to add to 
_ their employment “somewhat,” one company predicts 
a seasonal decline in employment and two others plan 
to maintain their present-sized labor force. The aver- 
_ age workweek will remain stable at three companies 
and will “increase” at a fourth heating and plumbing 
company. 

Current inventories are “10% higher” and “up frac- 
tionally” compared to a year ago according to two 
cooperators, are “about 20% less” and “slightly less” 
at two additional companies and “approximately the 
same” at a fifth company. As a per cent of sales, in- 
ventories are less than a year ago for one company 
and about the same for two more companies. Two 
- companies expect to build up inventories in the com- 
ing six months in anticipation of peak seasonal de- 
mand, whereas one company expects inventories to 
decline, and two companies plan to maintain their 
present level of stocks. 

For three cooperating companies capital expendi- 
tures “will not be much different in 1955 than they 
were in 1954,” but one company expects an increase 
and another writes that “if anything our capital ex- 
penditures will decrease in 1955.” 
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Commenting on the profits outlook, two heating and 
plumbing companies predict higher profits before 
taxes in the first half of 1955 than a year ago, one 
company expects profits “will be less” and one pro- 
ducer says they will be approximately the same. 


Industrial Machinery—General 


No great improvement in new orders is expected 
during the coming six months by four producers of 
general industrial machinery. Three cooperators in- 
dicate no change from the first-half 1954 level, and 
the fourth company believes first-half 1955 new orders 
may be off by as much as 5% from a year ago. As 
one company official explains it: 


“As manufacturers of capital goods we cannot help but 
be adversely affected by the reductions in plant outlays for 
plant expansion and other capital expenses. However, 
since some of our products find their way into practically 
all branches of the economy our anticipated rate of pro- 
duction is somewhat higher than is the case in the 
machine tool industry.” 


Two companies anticipate almost no change in new 
orders in the first half of 1955 from second-half 1954 
levels, while one producer expects them to trend 
upward. 

Three out of the four responding companies foresee 
no change in dollar billings, first-half 1955 compared 
to first-half 1954, whereas on company writes “our 
dollar billings will be approximately 10% better.” 
None foresees any change from the second-half 1954 
level to the first-half 1955. 

Production in dollars during the next six months 
will be unchanged from year-ago levels at three com- 
panies. And one producer reports that “we are just 
now completing an expansion program of our produc- 
tion facilities, and therefore would expect that the rate 
of production in 1955 will be better than either the 
first or second half of 1954.” Compared to the second 
half of 1954, production in the coming half year will 
be increased at one company, and remain unchanged 
at another firm. 

Little change is expected in the level of employment 
at three companies during the first half of 1955, but 
a fourth cooperator indicates that “our total employ- 
ment will increase through the elimination of over- 
time.” Two companies plan to reduce the average 
workweek in the next six months, while one company 
plans no changes from the present. 

Inventories at all four cooperating companies have 
been “considerably” reduced from a year ago, reduc- 
tions of “27%,” “23%,” and “18%” being cited In 
three instances, inventories as a per cent of sales are 
likewise lower than a year ago by “23%,” “17%,” and 
“10%.” Two companies intend to add to their pres- 
ent inventories in the next six months, but one co- 
operator writes: “The trend of dollar inventories we 
hope will continue downward.” 
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Capital expenditures in the first half of 1955 will 
be at a lower rate than in 1954 at two companies 
and about the same at the other two companies. 


Profits before taxes “will be unquestionably lower 
because of the extremely competitive situation in our 
industry,” and “down between 5% and 10% because 
of the reduction in volume we see in the first six 
months of 1955,” write two producers of general 
industrial machinery. A third company, however, ex- 
pects profits before taxes will be about the same in 
the first half of 1955 as in the comparable period in 
1954. 

While one producer writes that “our business has 
not been adversely affected by the business decline,” 
another executive indicates that “it may be in 1958 
before new orders reach their post-Korean peaks. 
Production could reach its peak in 1955 or 1956, how- 
ever, depending on business conditions.” And a third 
executive comments as follows: 


“There is a question in our minds whether our business 
will again reach its previous peak except, of course, in 
case of a national emergency, in which case we would 
expect that it would reach its previous peak rather sud- 
denly.” 


Industrial Machinery—Specialized 


The majority opinion of eleven producers of spe- 
cialized industrial machinery is that the first half of 
1955 will show moderate improvement over business 
conditions in 1954. 

Five out of these eleven companies predict that first- 
half 1955 new orders will surpass the first-half 1954 
total, by “12%” and “between 5% and 10%” in two 
instances. Three other companies expect new orders 
to be “slightly less,” “moderately down,” and “from 
5% to 7%” lower than those for the first half of 1954 
and three companies expect new orders will be “com- 
parable” with year-ago levels. 

Only one company expects to book fewer orders in 
the first half of 1955 than in the second half of 1954 
and even here new orders will be only “slightly 
lower.” On the other hand five companies anticipate 
increases ranging from “very slight” to “25% higher,” 
and five other companies predict “no marked changes” 
from the second-half 1954 levels. 

The outlook for dollar billings in the first half of 
1955 compared to the first half of 1954 is reported as 
favorable by five producers, with comments ranging 
from “billings will increase slightly” to “we expect 
them to be 14% higher than in the first half of 1954.” 
Two companies, however, expect dollar billings to be 
lower than a year ago by “12% to 15%” and “about 
15%,” and five others foresee no important change. 

Six cooperators indicate that dollar billings will 
trend upward from the second-half 1954 level in the 
next six months, with increases of as much as 10%, 
15%, and 20% to 25% expected, as opposed to three 


companies who do not expect to come up to their 
second-half 1954 rate of dollar billings. Another two 
companies expect the second-half 1954 billings rate 
to continue unchanged through the first half of 1955. 


, 


Four cooperators indicate that their value of pro- — 


duction in the coming six months will exceed year- 
ago output, but three producers foresee declines of 
“15%” and “10% to 12%.” Three other companies 
expect about the same level of production in both 
periods. Production rates are scheduled to rise in the 
next six months at five firms, to remain at about the 
second-half 1954 level at two other companies and 
to decline by “10%” and “15%” in two cases. 

Four companies hope to add to their labor forces 
in the next six months, although two caution that 
the contemplated increase is “slight.” One company 
says that “there will be a slight reduction in employ- 
ment,” and three cooperators plan no changes. No 
great changes are scheduled with regard to the work- 
week either: three companies plan some lengthening of 
the average number of hours worked in the first half 
of 1955, one company says “hours may be somewhat 
curtailed in the forepart of 1955,” and five other com- 
panies plan to maintain their present average work- 
week. ‘ 

This group has made good progress towards reduc- 
ing inventories. Seven companies report current 
dollar inventories down from a year ago: “slightly” 
(two companies) , “down 10%,” “10% to 15% lower,” 


- “15% below,” “down 20%,” and “24% lower.” Three 


other producers’ inventories are at about the same 
level as a year ago and none reports an increase. At 
two companies, however, the decline in sales has been 
greater than inventory cuts, so that inventory-sales 
ratios are higher than a year ago. Inventory-sales 
ratios at four other companies are lower than last 
year, by 20% in two cases, 17144%, and “slightly,” 
while two companies report no change. 

Inventories are fairly well stabilized at present, and 
while two companies plan further reductions during 
the next half year, two companies will increase inven- 
tories, albeit “conservatively” in one case, and five 
companies will be satisfied to maintain their current 
dollar inventories stable. 

Five companies expect to spend more on capital 
projects in the first half of 1955 than in 1954. Although 
most indicated increases are small, one company build- 
ing a new plant expects to spend at a 25% higher rate. 
Two cooperators plan to reduce their rate of capital 
expenditures and two others foresee “no important 
change.” 

Four producers predict improvement in first-half 
1955 profits before taxes over first-half 1954 levels, 
whereas three companies think their profits will be 
less. Another five cooperators expect their profits 
before taxes in the coming six months will be about 
the same as a year ago. 
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There is general optimism among reporting com- 
jpanies regarding the possibility of their businesses re- 
gaining their previous peaks. One executive writes: 
“Although we did have two or three months in 1954 
jin which we noted some effect of the decline in general 
business, this did not last and we were lucky to have 
‘business snap back in the later months of the year.” 
‘And another company reports that “there are signs 
‘there will be some pickup shortly.” Other estimates 
‘received are that business will be back at previous 
peaks in “the second- or third-quarter 1955,” “1956,” 
and in “from twelve to eighteen months.” 


Instruments and Controls 


_ Of four instruments and controls producers, two 
‘expect new orders in the first six months of 1955 to 
exceed year-ago levels “slightly” and by “10%,” and 
'two producers believe new orders will be unchanged. 
Three out of four cooperators anticipate that first-half 
1955 new orders will trend upwards from the second- 
half 1954 level, with increases of 5% and 8% being 
‘mentioned. The third company indicates that the 
“volume in the first half of 1955 will necessarily be 
substantially greater, since our company experiences 
a pronounced seasonal rise in the spring and summer.” 
Likewise, one cooperator expects new orders to show a 
seasonal decline in the first half of 1955. 

First-half 1955 dollar billings are expected to be 
“greater” than in the first half of 1954 at one com- 
pany, “about 9% below” at a second company and 
“equal” at a third company. Compared to the second- 
half 1954 billings rate, three companies expect in- 
creases and one company believes first-half 1955 
dollar billings will decline “slightly.” 

The value of production during the next six months 
will be “12% lower’ than in the first half of 1954 for 
one instruments and controls producer, and unchanged 
for two other companies. However, compared to the 
second half of 1954 production rate, two cooperators 
expect to show an increase, and one company expects 
about the same rate to be maintained. 

Two companies plan “moderate” increases in their 
employment for the next six months, one executive 
quoting a 3% increase; and one company plans no in- 
crease or decrease from current levels of employment. 
Two companies expect to put a “somewhat” shorter 
workweek into effect in the first half of 1955, while 
‘one executive writes: “Our average workweek will 
experience a moderate seasonal increase during the 
first six months of next year to meet our marked nor- 
mal seasonal upswing in activities during the early 
summer months, but this increase will not be of more 
than average proportions.” A fourth company plans 
to make no changes in its present workweek. 

While two cooperators report their current inven- 
tories are lower than a year ago, down 7% in one 
case, one producer reports a “25% increase” and an- 
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other company has experienced no change. Inven- 
tories as a per cent of sales are up “15%” and “414% 
higher” at two companies and “slightly lower” at the 
other two instruments and controls firms. During 
the first half of 1955 two companies expect to reduce 
inventories, one company expects a “slight increase,” 
and another company foresees little change in inven- 
tory. 

No great change in capital expenditures is contem- 
plated during the first half of 1955 by the four coop- 
erating instruments and controls companies: one firm 
plans to step up its rate of capital spending, but two 
others expect to spend at less than the 1954 rate and 
one company expects no change. 

Profits before taxes in the first half of 1955 will be 
“slightly reduced” in one company and “about 15% 
to 20%” lower in a second company, when compared 
with first-half 1954 profits. A third company foresees 
little change in its profits, while one company looks 
for an increase. 

Two companies report that their business was 
hardly affected at all by the decline reported in some 
quarters this past summer and, therefore, “can speak 
now in terms of a recovery to ‘previous peaks.’ ” 


Machine Tools 


Nine machine-tool builders’ comments indicate that. 
the transition from the post-Korean step-up in de- 
fense orders is still in progress and although an up- 
turn in new orders is anticipated in the immediate 
months ahead, production and profits generally will 
be below first-half 1954 levels. But as one company 
executive points out: 


“By far the major part of our job in the defense pro- 
gram is now completed and as a consequence our volume 
has dropped off sharply. Our business is about 25% more 
than pre-Korea but this does not prevent our picture from 
looking bad as compared to the last few years.” 


With the exception of one company, which expects 
new orders for the first half of 1955 to be “25% below 
the corresponding months of 1954,” all other com- 
panies expect to book the same or a greater volume of 
new orders than a year ago. Six companies anticipate 
increases ranging from “little” to “about 10%,” and 
two companies expect new orders will come in at about 
the same rate as in the first half of 1954. Seven out 
of eight reporting firms anticipate the new order rate 
during the next six months will exceed the second half 
of 1954, while the remaining cooperator expects the 
second-half 1954 rate to continue throughout the 
coming six months. Some of the percentage increases 
mentioned are “30% higher,” “5% to 7%,” and “5% 
ahead of the second half of 1954.” 

Despite the improved outlook for new orders, dollar 
billings in the first half of 1955 will be drastically 
below year-ago levels for six cooperating companies, 
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declines of 58%, “50%” (three companies), “45%,” 
“15% to 20%” being reported. Explains one ex- 
ecutive: 


“Please understand that the volume of billings which 
we had in the first half of 1954 was the result of a declin- 
ing backlog.” 


Only one company believes that first-half 1955 new 
orders will be “from 5% to 7% above” the first half 
of 1954, and one company foresees no change. 

However, in the first half of 1955, three cooperating 
companies anticipate exceeding the second-half 1954 
billings rate, by “5%” and “5% to 7%” in two cases, 
while two companies expect to equal the second-half 
1954 level. Three other companies foresee their bill- 
ings declining still further from the second-half 1954 
rate by “23%,” “20%” and “15%.” 

The trend of production value in the first six months 
of 1955 will follow a pattern similar to the billings 
rate—relatively unchanged from the second-half 1954 
levels, although sharply lower than in the first half 
of last year. All eight reporting companies predict 
lower production in the first half of 1955 compared 
to first-half 1954 levels, with declines indicated as 
follows: 58%, 50% (three companies) , 45%, 30% and 
“5% to 7%.” Comparing anticipated first-half 1955 
production with the second six months of last year, 
three companies expect to show increases, two com- 
panies predict further declines and three companies 
see first-half 1955 production as unchanged. 

Whereas two companies expect to “decrease the 
work force somewhat” in the next half year, two others 
are counting on adding to their employment and two 
companies expect employment will remain “about the 
same as present levels.” Two machine-tool firms plan 
to increase their average workweek while one com- 
pany plans on a curtailment, and three others foresee 
no change in the average workweek during the com- 
ing half year. 

Six out of seven cooperators report dollar inven- 
tories are “considerably” reduced from a year ago, 
some of the figures quoted being: “35% less,” “30% 
lower,” “down 29%” and “15% below a year ago.” As 
a per cent of sales, inventories are up at two com- 
panies and about the same as a year ago at a third 
firm. Four cooperators expect to further reduce their 
dollar inventories in the next half year, while two 
companies believe inventories will “increase slightly” 
and one company expects to maintain the current 
level of inventories unchanged for the coming six 
months. 

Four out of the nine cooperating machine-tool 
builders plan capital expenditures in the first half of 
1955 at a higher rate than in 1954. In one case, be- 
cause of a large construction program, “capital expen- 
ditures in 1955 will run more than double those of the 
year 1954.” Two other cooperators plan to spend less 


on capital projects next year and three companies feel 
that no significant change from the 1954 average will 
occur in the next six months. 

Profits before taxes in the first half of 1955 will 
be down sharply from a year ago at six out of eight 
cooperating machine-tool firms, down as much as 
80%, 65%, 50% to 60%, and 50% in four instances, 
reflecting the substantially lower level of billmgs and 
shipments predicted. However, two companies expect 
to buck the trend, foreseeing higher profits before 
taxes than a year ago, although in one case only 
“slightly higher.” | 

Those companies that commented on when pre- 
vious peaks in their business will again be reached 
generally agree with one machine-tool executive’s 
comment: 


“The peak of our business was reached during the 
Korean war. We do not expect to regain that peak in 
peacetime for some years to come. We do anticipate a 
gradual increase in business throughout 1955 and 1956.” 


Nonferrous Metals 


Seven cooperating producers of nonferrous metals 
and products are generally optimistic concerning the 
outlook for their business during the coming half 
year. As one company official analyzes the situation: 


“Our business in 1954 was very markedly affected by 
inventory liquidation, which inventory is apt to be built 
up by our customers as their business improves. It may 
well be that our business for 1955 will be 20% to 25% 
better than 1954 because part of it will be the replacement 
of inventories by our customers.” 


New orders in the first half of 1955 will be higher 
by “10% to 15%,” “10%,” “5% to 10%” and “2%” 
than year-ago levels according to five companies, and 
“about the same” at a sixth reporting company. Like- 
wise, five out of six companies expect that the rate of 
ordering in the next six months will also exceed the 
second-half 1954 rate and one company foresees no 
change in the rate of new orders received. 

Also, first-half 1955 dollar billings will exceed the 
first-half 1954 total according to five out of six co- 
operators, increases of “10% to 15%” (two com- 
panies) , “10%,” “5% to 10%” and “2%” being men- 
tioned. A sixth company expects no change from a 
year ago. Compared to dollar billings in the past six 
months, billings in the first half of this year are ex- 
pected to trend higher in four companies and to 
remain unchanged at two others. 

While three nonferrous metals producers report 
that their output will increase in “proportion to new 
orders,” two other producers expect that their first- 
half 1955 value of production, when compared to the 
first-half 1954 total, “will be somewhat higher than 
the increase in new orders and billings’—in one case, 
“due to adding finished stocks at distribution points.” 
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Two companies expect production in the first half 
of 1955 will be about the same as a year ago. 

Four cooperators expect that production in the 
coming half year will also be higher than in the second 
half of 1954, but three companies expect production 
to “remain at an even level.” 

At three out of the seven reporting companies both 
employment and the average workweek are expected 
to increase in the coming six months, although one 
executive warns: 


“Our average workweek will improve, but not over 
forty hours as we very definitely fight against overtime.” 


The other four cooperators expect to hold both 
their employment and average workweek at present 
levels during the first half of 1955. 

‘ The companies whose current inventories are lower 
jthan a year ago outnumber those with heavier dollar 
inventories five to two. The two companies with 
higher inventories report increases of “10%” and 
“3%, ” while decreases of “75%,” “10% to 15%,” 
“approximately 13%” and “10%” are reported by 
four other-companies, and at a fifth company inven- 
jtories are currently “slightly less” than a year ago. 
Relating current inventories to sales volume, two 
companies report higher inventory-sales ratios, two 
icompanies have lowered their inventory ratios from 
ja year ago and one company reports no change. Two 
companies plan to add to their present inventories in 
ithe coming six months’ period, whereas one company 
‘expects inventories will trend downwards and three 
ycompanies expect “very little change” to occur. 

Not much change from the 1954 level of capital ex- 
‘penditures is expected during the first half of 1955. 
Although one company expects capital expenditures 
will “increase materially,” two other companies ex- 
pect to increase them but “slightly,” while one com- 
pany predicts capital expenditures in the first half 
of 1955 “will be somewhat lower than in 1954, but 
not by much,” and three companies expect to continue 
spending at the 1954 rate. 

Improvement in first-half 1955 profits before taxes 
is expected by five out of six reporting nonferrous 
metals companies and the sixth company expects 
profits will be “possibly a little lower” than in the 
first half of 1954. Some of the expected profit in- 
creases mentioned are “25% higher” and “10% higher” 
(two companies). 

One producer writes: “We do not expect to see the 
1953 peak in our business equalled or exceeded before 
1958.” But one executive notes that only in the event 
of another war would previous highs be exceeded, 
and he adds: “We don’t want that to happen.” 


Office Equipment 


With a moderate upturn in new orders in prospect, 
four office equipment producers expect general im- 
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provement in their profits during the first half of 
1955. All four cooperating companies anticipate book- 
ing a larger volume of new orders in the next six 
months as compared to the first half of 1954, esti- 
mated increases being “15%” (two companies) , “6%” 
and “5%.” Measured against the second half of 1954, 
one company expects new orders to show a “20% in- 
crease,” one company estimates a “14% increase,” one 
company expects new orders “will be somewhat less 
because of seasonal differences; however, after mak- 
ing adjustments for the seasonal’ factor, they will be 
up approximately 10%,” and a fourth company ex- 
pects no change. 

Three companies reporting on the outlook for 
dollar billings in the first half of 1955, all expect to 
exceed year ago figures by “10%,” “8%” and “5%.” 
One company predicts billings in the first half of 1955 
will show no change from the second-half 1954 rate, 
while the other two companies expect declines of 
“3%” and “8%.” y 

Two companies expect dollar production in the next 
six months to exceed by “10%” and “5%” respec- 
tively the value of output a year ago, but a third 
company expects “a slight reduction in production” 
and the fourth company reports: “The rate of produc- 
tion for the first half of 1955 will probably be 15% to 
20% less than the first or second halves of 1954 be- 
cause of the elimination of defense work.” Two other 
companies expect a “slight” production decline be- 
tween the second half of 1954 and the first half of 1955, 
while one company anticipates a 7.5% increase. 

Employment will be reduced “somewhat” during 
the next six months by two office equipment manu- 
facturers, and maintained at present levels by a third 
company. However, all three companies plan to con- 
tinue unchanged the current average workweek. 

Dollar inventories are greater at two cooperating 
companies (up “19%” from a year ago in one case), 
about the same as a year ago at one company and 
“off 10.5%” at another firm. At three companies 
inventories as a per cent of sales are higher now than 
a year ago; they are down at a fourth company. Two 
companies plan no changes in their inventory levels 
during the coming half year, while one company re- 
ports that “there will be a reduction in inventories 
due to the liquidation of certain operations over the 
next six to eight months.” One company plans the 
usual seasonal build-up in its inventories. 

One company expects its rate of capital expenditures 
will be higher in the first half of the year than in 1954 
“because of the start of a moderate building program,” 
but three other cooperators foresee no change from 
the 1954 average rate. 

Healthy increases in profits before taxes are ex- 
pected by three cooperators in the first half of 1955, 
compared to a year ago. In one instance profits will 
be “well ahead” of the 1954 level, in another case, a 
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10% increase is anticipated. The third producer 
reports: 


“Profits before taxes for the first half of 1955 are ex- 
pected to be about 25% above those for the corresponding 
period of 1954. This is due primarily to economies that 
are expected because of consolidations of some of our 
activities, plus new products that will be added to the 
line.” 


Railroad Equipment 


Of four cooperating railroad equipment manufac- 
turers, two expect new orders in the first half of 1955 
will “exceed” and be “substantially higher” than in 
the corresponding months of 1954. The other two 
companies foresee little change from a year ago. How- 
ever, all four producers anticipate that new orders 
will trend upward from second-half 1954 levels in the 
next six months, one executive predicting a “20%” 
increase. 

Despite the fact that three reporting companies 
expect their first-half 1955 rate of dollar billings will 
be lower than in the first half of 1954, when compared 
to second-half 1954 levels, increases are indicated for 
two of these firms, and a third producer expects his 
billings to continue at about the second-half 1954 rate. 
A similar pattern is indicated for first-half 1955 pro- 
duction: down compared to the first half of 1954 
(three companies) ; but unchanged (one company), to 
higher (two companies) than in the second half of 
1954. 

In keeping with the production outlook, three rail- 
road equipment producers report plans to increase 
slightly their work force in the next six months and 
while two of these firms also expect to lengthen their, 
workweek, one company plans on “the average work- 
week remaining unchanged.” 

Inventories have been reduced by two cooperators 
in the past year by “25%” and “20%,” due principally 
to the termination of ordnance work. Two other 
companies have slightly higher inventories than a 
year ago. Expressed as a per cent of sales, current 
dollar inventories are higher than a year ago at three 
cooperating firms, up “30%” in one case. The fourth 
company does not report on this point. No great 
change is expected in inventories during the next six 
months, one company predicting an increase in cur- 
rent levels, one company planning to decrease inven- 
tories and one company foreseeing no change at all. 

Three out of the four companies in this group plan 
to reduce their rate of capital spending in the next 
six months—decreases of “12%” and “10%” from the 
1954 average rate are indicated. One company re- 
ports: “As in 1954, we are not expecting to make any 
capital expenditures of importance in the next six 
months.” 

All three companies reporting on the profit out- 
look for the first half of this year expect profits before 


taxes to be lower than in the first half of 1954, “off 
substantially” in one case. Another of this group 


attributes the indicated lower level of earnings to 


“the completion of defense contracts in the first half 


of 1954.” ; 


Whereas one producer writes that the reattainment 


q 


of his company’s previous peaks in business is “not 


” 


foreseeable,” another executive indicates: 


“While our business has been adversely affected by the 


economic decline, there are signs of a moderate pickup. 
In our opinion it may be two years before it will again 
reach its previous peak.” 


Steel 


The composite picture obtained from the replies of 


seven steel companies shows a gradually improving 


situation with regard to orders, billings and profits 


now that these companies’ inventories are more in 


line with current demand. 

New orders received in the first half of 1955 will 
be higher than in the corresponding months in 1954 
for two steel producers, “up 30%” in one case. An- 
other two companies report new orders will be “down 
slightly” and “maybe 10% below” the first-half 1954 
level, whereas two companies expect to obtain about 
the same number of new orders as a year ago. In 
relation to the second-half 1954 new order rate, three 
producers expect increases in the next half year 
(amounting to “20%” and “10%” in two instances) . 
One company expects new orders to decline by 5% in 
the first half of 1955 and one company predicts no 
change at all. 

Two out of six reporting steel companies anticipate 
higher billings in the first half of 1955 than a year ago, 
as compared to three companies forecasting billings 
will be “down slightly,” “down 3%” and “10% under” 
the year-ago rate. One company expects billings may 
equal the first-half 1954 rate. However, four of these 
six companies expect to show increases when com- 
paring first-half 1955 billings with the second half 
of 1954, while one company forecasts a decline and an- 
other firm expects billings will run at “approximately 
the same level” as in the past six months. 

The dollar value of production in the coming six 
months will show improvement over the first-half 
1954 figure at three cooperating steel companies, and 
is predicted to be down “a little” and “approximately 
5%” at two other companies. One cooperator expects 
production in both periods to be about equal. Three 
out of four companies comparing the first-half 1955 
production rate with the second half of 1954 expect to 
show increases of as much as “18%,” while one com- 
pany plans to maintain production at the second-half 
1954 level. 

Five out of six steel producers plan to add to their 
present labor force and to increase the length of the 
average workweek during the next half year, while 
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‘one company anticipates “no marked change” in 
‘either employment or workweek. 

_ All six reporting companies have lower dollar in- 
-ventories on hand than a year ago—‘“down 15%” (two 
companies), “down 10%,” “5% to 7% lower,” “4% 
less” than a year ago. However, two companies indi- 
cate that inventories in relation to sales are “a little 
higher” than a year ago, while one company reports 
‘inventory-sales ratios up “17% and 30%.” Three com- 
‘panies have the same inventory-sales ratios as a year 
-ago. Three companies expect inventories to increase 
in the coming half year, “seasonably” in two instances. 
One company expects a “slight decline” in its inven- 
tories and one company foresees stability. 

Four out of the seven cooperating steel producers 
expect their rate of capital expenditures for the first 
half of 1955 to remain at about the 1954 average 
level, whereas one company plans an increase and 
two companies expect to spend less on plant and 
equipment than last year. 

Three out of five companies estimating their level 
of profit before taxes in the coming six months expect 
to show increases over a year ago, in one case by a 
“substantial margin.” Two other companies predict 
profits will be “down somewhat” and “substantially 
less” than in the first half of 1954. 

Estimates on when new peaks of business activity 
will be reached vary widely among companies. One 
producer writes that “business has not been too ad- 
versely affected by the economic decline and should 
-again reach its peak in the spring of next year,” 
whereas a second company estimates its previous peak 
of business will be reached “by the first half of 1956 
in terms of dollars; in tonnage—somewhat later.” 
Still another steel executive expects to have to wait 
till “1958 or 1959” before topping the previous high, 
and another company gives 1960 as its best estimate. 
And one producer frankly admits: 


“Tt is doubtful whether business will reach the peak 
of the first half of 1953 again, because of the unexpected- 
ness of certain defense items produced in that period.” 


Miscellaneous Metals 


Despite an anticipated pickup in business booked 
and shipped, the ten manufacturers of miscellaneous 
metals products participating in this survey as a 
group do not expect profits in the first half of 1955 to 
improve materially from year-ago levels. As one ex- 
ecutive puts it: “Competition should continue keen 
which will preclude any appreciable increase in dollar 
return per pound shipped.” 

New orders during the next half are expected to be 
“95% greater,’ “10% to 15% better,” somewhat 
greater” and “a little better” than in the first six 
months of 1954 at four companies, and about un- 
changed from a year ago at three other companies. 
But one executive reports: 
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“Our forecast for the year 1954, made almost a year 
ago, indicated a volume of new business at least equal to 
the year 1953. To date our orders entered are approxi- 
mately 25% less than they were for the same period in 
1953. There is every indication that this trend will con- 
tinue well into 1955.” 


Somewhat similar comparisons result when the an- 
ticipated rate of new orders for the first half of 1955 
is compared to the second half of 1954: four com- 
panies expect new orders will be forthcoming at a 
higher rate; two companies expect to record declines; 
and two companies believe their new order business 
will remain at about the same level as in the second 
half of 1954. 

First-half 1955 dollar billings will be “25% greater,” 
“10% to 15% better” and “5% to 7% higher” than a 
year ago, according to three cooperators and “less,” 
“down 7%” and “slightly down” at three other com- 
panies. Two companies foresee no important change 
from the first half of 1954. 

Four out of eight cooperators indicate billings in 
the first half of the year will be higher than in the 
latter half of 1954, whereas two companies expect 
declines and two companies anticipate the same level 
will prevail in both periods. 

The production outlook for the next six months is 
mixed, for while three cooperating metal products 
manufacturers are planning to boost their dollar value 
of production above year-ago levels, three other com- 
panies predict declines and two companies expect 
first-half 1955 production to equal output in the cor- 
responding months of 1954. But compared to the 
second-half 1954 production rate, four companies 
expect increases of “25%,” “15%,” “5% to 10%” and 
“5% to 7%;” three companies anticipate no change; 
while two companies expect their production in the 
first half of 1955 will be lower. 

Four out of seven companies reporting on this 
point plan no changes in their current level of em- 
ployment during the coming half year. Three com- 
panies plan to increase their labor force “somewhat,” 
“by 2% to 3% to accommodate the expected rise in 
new business” and by 25%. One executive writes that 
his firm’s “total employment will probably- be some- 
what less.” The length of the average workweek will 
remain the same at five out of six reporting companies, 
while at one firm since “our rate of production for 
the first six months of 1955 is almost certain to be less 
than in the first and second halves of 1954, our aver- 
age workweek is likely to decrease from forty-five 
hours to forty hours.” 


Companies in this group have generally been able 
to reduce inventories during the past year, six out of 
nine cooperating companies indicating that current 
dollar inventories are lower than last year’s. Two of 
these companies report sizable cuts of “50%” and 
“10%,” while three others show “slight” inventory 
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declines. Of the remaining three cooperators, two 
have larger inventories than a year ago, although only 
“slightly” so in one case, and the ninth company’s 
inventories are about the same as a year ago. 

As a per cent of sales, the reduction of inventories 
is not too impressive, three companies reporting their 
inventory-sales ratios as higher than a year ago, as 
opposed to three companies where inventories as a 
per cent of sales are below year-ago levels. With the 
exception of one producer who plans to build up his 
stocks seasonally during the next six months, seven 
other companies plan either to reduce inventories 
(three companies) or to hold them steady at their 
present levels (four companies). One company in 
particular emphasizes its determination to prevent in- 
ventory accumulation: 


“Our present sales and production program are geared 
so that our dollar inventories will not change materially 
during the first half of 1955. In the event that inventories 
should start to increase, because sales will not measure up 
to forecast, then we would find it necessary to reduce pro- 
duction to keep inventories in line.” 


Relative stability in capital expenditures during the 
first half of 1955 is indicated. by the replies of the ten 
cooperating producers. Six of these companies plan 
to spend at about the same rate as in 1954, while two 
companies plan on increased expenditures and two 
others on decreases. 

Four out of nine respondents expect first-half 1955 
profits before taxes will be less than a year ago, as 
compared to three firms who anticipate better profits, 


up “5% to 10%” in one case. Two other companies. 


state that profits before taxes in the first half of 1955 
should be approximately the same as those in 1954. 

Commenting on the lower level of business in gen- 
eral in 1954, one executive writes: “We have not been 
unduly affected by the economic decline and are al- 
ready operating at approximately peak levels.” An- 
other company expects that “with no further serious 
decline in the over-all economy, we expect to reach 
our 1953 peak within two years.” 


NONMETAL INDUSTRIES 


Building Materials and Supplies 


The prosperous state of the construction industry is 
evident from the replies of four building materials and 
supplies producers. For the two companies who con- 
sider new orders as a significant barometer of their 
business, the outlook for the first half of 1955 as com- 
pared to the first half of 1954 is “favorable” at one 
firm and “about the same” at the second company. 
Both expect the first-half 1955 value of new orders 
to exceed the second-half 1954 rate. 

All four cooperators expect dollar billings in the 
first half of 1955 to exceed year-ago figures, by “7%” 
in one case and “25%” in another instance. Of the 


two companies comparing prospective first-half 1955 
billings with the second-half 1954 level, one foresees 


no change and the other company states: 


“We think our dollar billings for the first half of 1955 
will be slightly under the second half of 1954. You see, we 
are operating at capacity and nearly always the second 
half of the year is a little larger than the first half.” 


Three out of the four companies anticipate the 
value of production in the first half of 1955 will be 


higher than a year ago, while a fourth firm expects 


no change from the production rate of a year ago. 
Compared to the second half of 1954, production dur- 
ing the next six months will be “slightly” and “5%” 
higher, and “unchanged.” 

Levels of employment and the average workweek 
will continue unchanged during the next half year 
for three out of the four cooperating firms, and the 
fourth producer reports: “Our total employment will 
be increased only slightly during 1955 and our average 
workweek will remain about the same.” 

Two building materials and supplies firms report 
their current inventories as “4% lower” and “10% 
under” those of a year ago, while one cooperator’s 
inventories are the same as a year ago and one reports 
“10% higher” inventories. Two companies report that 
their inventory-sales ratios are below those of a year 
ago and these two companies expect to add “season- 
ally” to their inventories during the next six months. 

Capital expenditures during the coming half year 
will increase “very decidedly” in one case “for we are 
just starting the erection of a new plant that will 
add 35% to our capacity.” One company’s “rate of 
capital expenditures will be less than half of the cor- 
responding period of 1954, when we were engaged in a 
rather extensive modernization program,” and one 
company expects to maintain capital expenditures at 
the same rate as in 1954. 

In keeping with the generally optimistic outlook for 
billings and production, three out of the four cooperat- 
ing firms predict profits before taxes in the first half 
of 1955 will be higher than a year ago, while one 
company expects profits to be “just about the same” 
as for the corresponding period in 1954. In closing, 
three producers in this group indicate that the general 
decline of business has had “no adverse effect to 
date” on their activities. 


Chemicals 


The report from nine cooperating chemicals pro- 
ducers on anticipated business conditions during the 
coming half year is almost uniformly bullish despite 
the fact that some companies “are facing a much more 
competitive market situation in which supply and 
demand are approaching a balance.” 

Only one out of six reporting companies indicates 
that new orders in the first half of 1955 “may not 


BUSINESS RECORD 


‘equal either half of 1954.” Four other firms’ predic- 
itions range from “new orders will be slightly higher 
than in the first six months of 1954” to “10% ahead,” 
jand one company does not expect “much change” 
‘between the two periods under comparison. Four of 
‘these producers also expect that first-half 1955 new 
orders will exceed the second-half 1954 level. 

Eight out of nine cooperators expect dollar billings 
‘in the first half of 1955 will be greater than a year ago, 
reflecting at one company “the sales of materials 
‘made available by new productive facilities brought 
on the scene.” A ninth company looks for lower bill- 
ings compared to a year ago and also when compared 
‘to the rate in the second half of 1954. On the other 
hand, six companies expect to exceed their second-half 
1954 billings totals in the first six months of the year, 
“slightly” in three cases and by “5%” and “8%” in 
two other instances. 

First-half 1955 production value is forecast by these 
companies to follow quite closely the pattern indicated 
above for dollar billings, for as one executive points 
out: “Our rate of production, our new orders and our 
dollar billings are roughly the same.” 

In view of higher production schedules (in two in- 
stances due to “several new plants and processes com- 
ing in during the first half of the year”) employment 
at five chemical companies will be increased during 
the next six months, in most cases by a very modest 
amount, “3%” being mentioned specifically by one 
executive. Four other companies expect neither to 
expand nor contract their present-sized work force. 
All nine cooperators plan no changes whatever dur- 
ing the first half of 1955 in the average workweek now 
in effect. 

Dollar inventories are higher than a year ago, 
/ according to four companies (“up roughly 8%” and 
“5%” in two cases). Four other companies report in- 
ventories “are slightly lower” (three companies), and 
- “down about 10%” from a year ago, while one com- 
pany reports no change. As a per cent of sales, in- 
ventories are higher than a year ago at three firms, 
lower than a year ago at another three concerns and 
_ unchanged at two companies. 


Four cooperators plan to add to their present in- 
ventories during the first half of 1955 while three 
companies are prepared to reduce inventories and two 
companies plan no changes. One executive whose 
company plans “an increase of dollar inventories for 
June 30, 1955, of about 15% above current levels” 
explains: 

“This rise is expected to be brought about by: (a) a sig- 
nificant gain in monthly sales above the September, 1954, 
level, (b) the inventories required by new plants, (c) 
slightly higher raw material prices, (d) the restoration 
of stocks in terms of month’s supply to normal levels. 
They are now somewhat below normal.” 


On the other hand, one chemical producer expects 
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that “inventories during early 1955 should trend a 
little lower as we correct a few remaining unbalanced 
situations.” 

Five out of nine cooperators plan to spend less on 
capital programs in the first half of 1955 than during 
1954. One of these companies writes: “We have had 
a rather large capital expenditure program going on 
during 1954 which will be completed before the end 
of 1954. Therefore the rate of capital expenditures in 
1955 will be down decidedly.” On the other hand, two 
companies have scheduled capital expenditures “con- 
siderably higher” than in 1954 and two companies 
foresee “no significant change.” 

Five out of seven companies report that profits 
before taxes for the first half of 1955 are expected to 
be “at least as good as those for the corresponding 
period of 1954,” two companies making mention of 
“9% to 4%,” and “8%” higher profits. A sixth com- 
pany expects profits before taxes in the next six 
months will be “slightly lower than those for 1954 
due to increases in labor rates, and fringe benefits and 
some reduction in prices for our products,” and a sev- 
enth company expects to equal its first-half 1954 
profits. 

As a group these nine chemical companies have 
fared rather well in the past year or so; for example, 
one chemicals executive reports: “It would be diffi- 
cult for us to find that there has been any economic 
decline in our business as sales have held up very 
well.” 

And a second company concurs: “Generally speak- 
ing our business was not adversely affected by any 
economic decline.’ Two other companies indicate 
that “business has already gained its peak in dollars,” 
while one company official writes: “On the basis of 
our volume of sales index, the second and third quar- 
ters of next year are expected to exceed very slightly 
the previous similar quarter peaks.” However, one 
producer notes that “it is likely to be 1956 at the 
earliest before we surpass our previous best.” 


Food 


A gentle uptrend in business is forecast for the first 
half of this year by most of the twelve food companies 
cooperating in this survey. In fact, four cooperators 
write that their businesses did not seem to be “at all 
adversely affected by the economic decline.” 

Of four food companies who report on the six- 
months’ outlook for new orders, three expect to book 
a greater volume than a year ago and one cooperator 
states: “Our new orders may be slightly under those 
for the corresponding months of 1954.” Two of these 
firms further compare their expected level of new 
orders in the first half of 1955 with the second-half 
1954 rate, one company predicting a 1% increase and 
the other expecting no change from the past six 
months’ rate. 
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The majority of reporting companies, six out of 
ten, indicate that their dollar billings in the coming 
half year will show increases over the first half of 
1954. In two cases, such increases will be “slight,” 
but other producers estimate the following percentage 
increases: “3% higher,” “5% over the first half of 
1954,” and “10% higher” (two companies) ., Three 
other cooperators expect first half 1955 billings to 
equal the year-ago volume, and the one executive ex- 
pecting “dollar volume will be slightly lower,” explains 
this is so “because of a decline in the price of our raw 
material.” 

None of the five companies comparing their esti- 
mated first-half 1955 billings with the second-half 
1954 rate expects a downward trend to prevail: three 
companies estimate increases of “as much as 10%,” 
“5%” and “1%,” while two other firms report billings 
“will compare quite closely” with those for the second 
half of 1954. 

Three cooperators anticipate that their value of 
production in the next six months will be higher than 
in the first half of 1954, whereas two companies ex- 
pect to show declines “because of anticipated lower 
prices” and four companies foresee no change. Com- 
paring the expected dollar value of goods produced in 
the first half of 1955 with that in the preceding six 
months, three producers expect “moderate” increases, 
one company expects production will be “down some- 
what due to the seasonal nature of some operations,” 
and four companies expect to produce at about the 
same rate in both periods. 

Relative stability during the next six months in 
both employment and average hours worked is indi- 
cated by the replies of ten cooperating food producers. 
Six of these firms plan no changes whatever in their 
employment during the next six months, while three 
others will hire additional help, increasing employ- 
ment in one case by 5%, and one company plans to 
“slightly decrease” its work force. Eight of these 
firms expect to maintain unchanged their current av- 
erage workweek during the first half of the year, with 
one cooperator planning a curtailment in the work- 
_ week and one company expecting to lengthen its work- 
week. 

Dollar inventories are up over year-ago levels at 
five out of ten reporting firms, “a little higher,” “a 
little in excess of a year ago but by no means suffi- 
cient for our season’s requirements,” “10% higher,” 
“up 138%” and “17% higher.” Two other companies 
report inventories are “somewhat lower than during 
the comparable period of 1954” and “down 214%.” 
At three firms, inventories are the same as a year ago. 

Inventory-sales ratios are higher than last year’s 
at three reporting food companies, lower at a fourth 
company and unchanged at still another company. 
Dollar inventories will be added to in the next six 
months by two companies, in one case due to seasonal 
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requirements, and decreased by five other food manu- 
facturers, the inventory decreases expected by two 
of these companies also being seasonal in nature. 
One additional producer plans to hold his inventory 
steady during the first half of the year. | 

Five out of eleven food companies expect to reduce 
their capital expenditures from the prevailing 1954 
rate in the first half of 1955, substantial cuts of “45%,” 
and “25% to 30%” being planned in two cases. Only 
one company reports “capital expenditures will be 
slightly higher,” while five other companies foresee no 


- change in their rate of capital spending during the 


first half of 1955. 

No great change in profits is anticipated during the 
coming six months, according to nine reporting com- 
panies. Three of these producers forecast “somewhat 
better” profits before taxes compared to the first-half 
1954 results, two companies expect to earn less and 
four companies expect first-half 1955 profits to equal 
year-ago levels. 

Mining 

Four mining companies report on their new orders 
prospects for the first half of 1955 as follows: “13% 
greater than for the corresponding months of 1954,” 
“at least as great,” “approximately the same volume 
as received in the first half of 1954,” and “5% less.” 
Two of these companies also compare their expected 
first-half 1955 new order rate with the second-half 
1954 rate, a “414%” increase being indicated by one 
producer and a seasonal decline by the second firm. 

Dollar billmgs are expected to follow a similar 
course: two companies estimate that first-half 1955 
billings will be greater than a year ago, one company 
predicts a “7%” decline and a fourth company expects 
no change from the first-half 1954 level. Compared 
to second-half 1954 billings, one company expects to 
increase its volume in the first half of 1955 and one 
company predicts a decline. 

The dollar value of production during the next six 
months is expected to be decidedly off from year-ago 
levels at two mining establishments, with declines of 
10% and 33% being indicated. Another producer ex- 
pects at least to equal last year’s production and one 
company anticipates no change at all. One company 
expects a 2% increase in production, first-half 1955 
compared to second-half 1954, but two other com- 
panies foresee declines. 

Employment is expected to show “a slight decrease’ 
at one company, and will remain unchanged at three 
other companies for the next six months. Three co- 
operators report that their average work week, like- 
wise, will remain constant for the next half year. 

Two mining firms have reduced dollar inventories 
from a year ago by “10%” and 18%, while one pro- 
ducer reports: “Our dollar inventories are almost 
exactly the same as they were at this time a year ago.” 


> 
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-a per cent of sales, inventories are lower at one 
m, and unchanged from a year ago at a second firm. 
7o out of the four cooperators plan to decrease their 
entories in the next half year and two believe 
at inventories will trend upwards—“slightly” and 


One executive writes: 


- “Our rate of capital expenditures will show a definite 
substantial increase during the first half of 1955 because 
of construction of new plant facilities and the purchase of 
aew equipment.” 


Another company official indicates: “We are mak- 
* only minor capital expenditures presently and do 
t feel that the first half of 1955 will change to any 
t extent;” and one other company concurs “no 
lange.” A fourth producer indicates: 


' “Our rate of capital expenditures in the first half of 
1955 will be less than our average rate for this year. We 
have an expansion program in preparation, but expendi- 
tures on that program will be made during the last half of 
955 and early part of 1956.” 


Commenting on the outlook for profits before taxes 
the first half of 1955, one company expects to better 
; showing compared to the first half of 1954, one 
mpany expects to equal the 1954 profits levels and 
1e. company estimates the profits will be less. 

Two of these companies further indicate that “busi- 
‘ss has not been adversely affected by the economic 
scline,” but one producer states: 


“Our business has been adversely affected during the 
ear 1954, and we are unable to forecast when we will reach 
our previous peak, but it will not be in 1955.” 


aper and Paper Products 


‘Most of the ten paper companies cooperating in 
is survey have been doing good business for the 
ast several months and expect to show still better 
berating results in 1955. A typical comment by one 
per company official is that “our business has re- 
ained very stable for about a year since the moderate 
ecline last fall following the earlier 1953 peak. It 
quite probable that the next quarter or two will 
ring us back up to the 1953 peak.” 

With the exception of one company whose new 
rders for the first half of 1955 will be “approximately 
% below” the corresponding months of 1954, all 
ther companies expect to equal or exceed year-ago 
-vels. Eight companies look for increases over the 
ew-order rate of first-half 1954 of “20%,” “10%,” 
5% or better,” “4% to 5%,” to cite four instances. 
. tenth cooperator expects to equal his new orders 
ooked in the first six months of 1954. 

First-half 1955 new orders will also be higher than 
1 the second half of 1954 for six paper companies, 
mall increases being expected by three companies, 
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while the remaining three estimate “314%,” “5% to 
10%,” and “about 12%” increases over the new order 
level of the past six months. On the other hand, two 
companies do not expect new orders in the coming 
half to come up to the second-half 1954 level, in one 
case because of seasonal influences. One company 
expects new orders to come in at the same rate. 

Eight out of ten cooperating paper firms anticipate 
that dollar billmgs in the next half year will be 
higher than a year ago, with indicated increases of 
about the same magnitude as for new orders, for as 
one executive points out “dollar billings in our busi- 
ness follow the order situation, as our orders do not 
run far in advance.” Two other cooperators expect 
first-half 1955 billings will be “5%” and “substan- 
tially” below the first half of 1954. Comparing ex- 
pected first-half 1955 dollar billings with second-half 
1954 actuals, seven producers expect billings to trend 
upwards, two companies expect to experience de- 
clines and one company predicts first-half 1955 bill- 
ings will equal the second-half 1954 rate. 

This industry group is also optimistic regarding 
the outlook for production during the coming six 
months. Seven out of nine cooperators predict that 
their value of production will rise above the first half 
1954 level, one company expects a decline and another 
company expects no change. Furthermore, five paper 
producers indicate that first-half 1955 will also be 
higher than the past half year. Two companies expect 
to equal the second-half 1954 figure and one company 
foresees production trending downward. 

Changes in levels of employment or in the length of 
the average workweek are generally not contemplated 
by the reporting paper companies. Only one company 
out of nine expects a “slight increase in the number 
employed” in the next six months, as compared to 
eight companies reporting no planned change. Also, 
with the exception of one company which expects to 
increase its workweek slightly and one company which 
plans a correspondingly minor decrease, seven other 
companies expect to continue their present average 
workweek unchanged. 

Current dollar inventories are up “15%,” “12%,” 
and “3% to 4%” over a year ago at three paper pro- 
ducers and down “5.9%,” “2%” and “somewhat 
lower” at three other companies, while two cooper- 
ators report their inventories unchanged from a year 
ago. Of four companies reporting on their current 
inventory-sales ratios, two report decreases as com- 
pared with a year ago, one company’s inventories are 
“somewhat higher when expressed as a per cent of 
sales,” and one company indicates inventories “are 
approximately the same per cent of sales.” 

Six out of nine companies report that they do not 
anticipate “any significant change” in inventory levels 
during the first six months of 1955, whereas one com- 
pany expects “the dollar trend in early 1955 will be 
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slightly up,” and two other companies indicate that a 
“downward trend” in inventories should continue dur- 
ing the first half of 1955. 

Two out of ten reporting paper firms indicate capital 
expenditures in the first half of 1955 will be “substan- 
tially down” and “about 30% of the 1954 rate.” How- 
ever, four other companies plan to maintain their 
1954 rate of capital spending and four additional firms 
expect to increase their capital expenditures over and 
beyond those of a year ago. 

Only one out of nine cooperators predicts that 
profits during the first half of 1955 will fall “approxi- 
mately 25% from the corresponding period of 1954,” 
reflecting “a substantial decline in selling price during 
1954.” Five other companies expect profits before 
taxes in the first half of this year will be greater than 
a year ago, “double those of 1954” in one case, “reflect- 
ing the benefit of planned additions in 1954.” Three 
other companies anticipate that first-half 1955 earn- 
ings will not differ substantially from those of the 
first half of 1954. 

“Two paper producers report “no uppreciable ad- 
verse effect” on their business “by the decline in 
general business,” whereas one executive indicates that 
“our business is of a nature that is certain to be 
affected by an economic decline—and it has been so 
affected in 1954, but only to a minor degree. We 
have already had as much recovery as we expect.” A 
fourth company expects the next quarter or two will 
bring it “up to the 1953 peak,” and one company in- 
dicates “1956 or 1957” as the earliest date for the 
reattainment of its previous peak in business. 


Petroleum 


Moderately higher dollar billings are predicted by 
four out of five cooperating petroleum producers, with 
increases of “3% to 4%,” and “3%” from first-half 
1954 levels being specifically mentioned. A fifth co- 
operator expects first-half dollar billings will “closely 
approximate” year-ago levels. Four companies like- 
wise forecast gains in dollar billings from the second 
half of 1954 to the first half of 1955, and one preo-~ 
ducer “does not expect that first-half 1955 dollar bill- 
ings will exceed those of the second half of 1954 due 
to normal seasonal factors and because of price vari- 
ations in the two periods.” 

The value of production in the first half of 1955 is 
expected to be higher than a year ago by two petro- 
leum companies and lower by two others, but all four 
agree that production in the coming six months will 
“somewhat” exceed second-half 1954 production. 

Whereas one producer plans to increase employ- 
ment slightly, owing to “greater diversification and 
added production facilities,” and one producer expects 
his employment “may decline slightly,” three com- 
panies believe employment will remain about the 
same during the next six months. And four out of 


five cooperators expect to maintain their present wor 
week through the first half of 1955, while at a 
firm “overtime hours may decline slightly, but 
average straight-time workweek will probably rema 
unchanged.” f 

Reports on the current level of dollar inventori 
are mixed: two companies’ inventories are “high 
and “5% greater” than a year ago, another two repol 
inventories as being “below” and “2% less” than” 
year ago, and one company reports no change. Hoy 
ever inventories as a per cent of sales are higher 
three petroleum companies, lower at one firm, a 
about the same as a year ago at a fifth coopera 
Two companies expect no change to occur in th 
inventory levels during the coming half year, t 
other producers state that inventories will trend low 
during the next six months, in one case “due to 
seasonal nature of our business,” whereas one co 
pany expects dollar inventories will be up sligh 
from the level existing at year-end 1954. : 

Capital expenditures will be increased by thre 
cooperators in the first half of 1955 over the 195 
average, as opposed to one company whose rate ¢ 
capital spending will be “somewhat lower.” On 
petroleum executive writes: . 


“We expect that capital expenditures by us will abot 
equal the relatively high rate of 1954. Leasing agreement 
are expected to increase further the real rate of our capit: 
expansion.” 


Profits before taxes will be about the same in th 
first half of 1955 as a year ago for three companies 
while higher profits are expected by two companie; 
One executive concludes: 


“Our forecasts assume a slowly rising level of busine: 
activity during the next two or three years, and if th 
is accomplished without serious impact on prices, we shoul 
expect our business and profit level to again reach if 
previous peak in the next two or three years.” 


Textiles and Products 


The concensus of ten reporting textile companie 
is that no marked improvement in their business i 
in sight for the next half year. One textile executive’ 
considered analysis of the current outlook for hi 
segment of the industry is typical of the replies re 
ceived from this group: 


“Since the late spring of 1953 the cotton textile industr 
has been in a period of declining prices that have stabilize 
out at a low level, and at prices which yield very slit 
profit margins. These conditions have continued almos 
unabated throughout 1954. However, there are certai 
strengths in the current picture. The very length of th 
downturn of the cycle of itself would indicate that som 
improvement should be in prospect. Demand for con 
sumer nondurable goods has held up and has actually bee 
increasing. The industry’s statistical picture with respec 
to inventories has been generally good. 
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- “On the other hand, it is very clear that there is sufficient 
sapacity in the cotton textile industry to take care of 
ny surge in demand. With this kind of picture there is 
o real incentive for consumers of textile products to 
crease inventories. Balancing out these factors it seems 
possible that there should be some improvement in the 
jextile cycle after the turn of the year. This is so uncer- 
jain, however, that it is not a premise on which to 
onstruct a budget and develop operating plans for the 


ine reporting companies are evenly divided on the 
tlook for new orders in the first half of 1955 as 
mpared with the value of new orders received in 
2 comparable period last year. Four of these com- 
mies expect to book more new orders, although the 
igest increase mentioned is 4%; four companies be- 
we new orders will fall below year-ago levels, by 
” in three cases; and one company expects to 
al its first-half 1954 record. Also, no great change 
jexpected in first-half 1955 new orders when com- 
red with the second half of 1954, one company 
ecting to show an increase, whereas four..com- 
nies expect to book about the same amount of 
siness. 


Three out of nine textile firms anticipate that 
Mar billings in the first half of this year will be more 
an a year ago, but four other companies expect de- 
mes ranging up to “20%,” and two producers fore- 
e little change in prospect. Compared with the 
cond half of 1954, dollar billings in the next six 
onths will be “slightly increased” for two firms and 
changed at three other companies. 
In the absence of any sizable order backlogs, the 
ue of production is estimated by those producers 
follow rather closely the course of dollar billings— 
ree companies anticipating increases in the first 
Uf of 1955 as compared to the first-half 1954 rate, 
ur companies predicting declines and two companies 
» change. Of four companies comparing their ex- 
ted production rate during the coming six months 
ith that for the second half of 1954, two anticipate 
creases and two expect to equal the 1954 rate. 
Employment during the first six months of the year 
ll show “a slight increase” at three companies, 
hereas two companies plan on reducing their work 
rces and two other companies are hoping to main- 
in employment at current levels. Four out of seven 
mpanies believe their average workweek will con- 
aue unchanged for the next six months, as opposed 
two companies planning a longer workweek and 
ie company which believes “some decrease” is 
Iminent. 


Four out of nine cooperators report current dollar 
ventories as lower than a year ago, “down consider- 
ly” in one case, and “20%” lower in two other 
stances. An additional three companies’ inventories 
ow no change from year-ago levels and two com- 
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panies report their inventories have increased in the 
past twelve months. 

Inventory-sales ratios are down at five out of the 
seven companies reporting on this point, “substan- 
tially” in several cases, while only one company re- 
ports a rise in inventories as a per cent of sales from 
year-ago levels and one company’s ratio is unchanged. 
Relative stability is indicated for dollar inventories 
during the coming six months: five companies expect 
no change either up or down, three companies plan to 
make reductions in dollar inventories, and two co- 
operators foresee inventories trending upwards. But 
one of these executives points out: 


“We look forward to the normal seasonal increase in 
dollar inventories building up in the first half of 1955 
to a peak in July However, we expect this peak will be 
lower than was the case this year because of more effective 
inventory control.” 


Most of the eight companies reporting on their 
prospective rate of capital expenditures stress the 
fact that “these expenditures represent a relatively 
low rate when compared with the average annual rate 
for the last eight years.” Nevertheless, three co- 
operators expect to boost their capital expenditures in 
the first half of 1955 as compared with the average 
1954 rate, while two companies expect to spend at 
a slower rate and three companies foresee no change. 

The profits picture is still poor, according to seven 
reporting textile firms. Three of these companies 
expect improvement in profits before taxes in the first 
half of this year when compared to a year ago, but in 
two cases such improvement will be “slight.” The 
third company in this group reports: “During the first 
half of 1954 we operated at a loss and expect to show 
a slight profit during the first half of 1955.” Three 
other companies expect further deterioration in their 
earnings situation; in fact, in two cases “losses for the 
first half of 1955 can hardly be less than those experi- 
enced this year.” The seventh company in this group 
expects that first-half 1955 profits before taxes will 
be the same as in the first half of 1954. 

The exception to the rule seems to be one textile 
products company which reports: “Our business has 
been at near capacity for the past year or more, and 
we expect it will continue to be so.” But a more typi- 
cal comment is one made by another textile executive: 


“The textile industry reached a very high peak in 
the first postwar years when the pipelines were being filled 
and we do not expect this peak to be reached again.” 


Miscellaneous Nonmetals 


Without exception, eight cooperating producers of 
miscellaneous nonmetal products are optimistic con- 
cerning their business prospects for the coming six 
months. All seven companies reporting on their new 
orders situation predict increases during the next half 
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year over year-ago levels. In one case, new orders 
will be only “slightly larger,” but three other pro- 
ducers expect to show increases of “10%,” and one 
company predicts a “10% to 12%” rise in new orders. 

Four of these companies that also compare their 
expected first-half 1955 new orders rate with the sec- 
ond half of 1954 all predict an upward trend: improve- 
ment in new orders will be “slight” and “considerable” 
in two instances and “5%” and “10%” higher accord- 
ing to the other two cooperators. 

Most of the companies in this group explain that, 
in their operations, new orders and dollar billings are 
almost synonymous, and therefore the five companies 
reporting on their prospective dollar billings in the 
first half of this year expect they will be higher than 
in either the first or second halves of 1954. The out- 


look for the dollar value of production is likewise good, : 


four out of six cooperating firms expecting to exceed 
their first-half 1954 rate of production in the coming 
six months, and two companies planning to equal 
their year-ago production rate. All five companies 
reporting on the comparison between expected first- 
half 1955 production and second-half 1954 levels pre- 
dict production increases ranging up to 10%. 

Reflecting their expectations of expanded produc- 
tion rates in the next six months, five out of six com- 
panies plan to add to their current employment and 
one company plans to maintain their present-size 
labor force in the first half of 1955. The length of the 
average workweek, however, will remain unchanged at 
four companies and will be increased at but one firm. 

Current dollar inventories are lower than a year 
ago at six out of seven cooperators, “considerably 
below” and “substantially less” in two instances, while 
four other companies report the following inventory 
declines: “3% lower,” “5%,” “11% lower” and “down 
15%.” One company indicates that its “current inven- 
tories are about 10% higher at the present time than 
they were a year ago.” As a per cent of sales, inven- 
tories are currently lower than a year ago at four 
companies and unchanged at two others. 

Five out of six reporting companies plan to add to 
their dollar inventories in the coming six months, at 
least in one case “due to increased sales volume.” A 
sixth company expects inventories in the first half of 
1955 to remain at about their current level. 

Of the eight cooperating nonmetals companies, four 
anticipate increasing their capital expenditures in 
the first half of 1955 above the average 1954 rate, 
whereas in one company “capital expenditures for the 
first six months of 1954 were extremely high,” and 
it is “not contemplating any extraordinary expendi- 
tures in 1955.” Three other firms expect to spend at 
about the same rate as in 1954. 

Profits before taxes in the first half of 1955 will 
be higher than a year ago according to four companies, 
up “15%” and “35% to 40%” in two cases, and un- 


changed from first-half 1954 levels at two addition 
firms. 

Two companies in this group report that they at 
over the worst of the effects of the 1953-1954 bus 
ness decline. One producer writes: “The general b I 
ness decline did affect our business during the fir 
half of 1954, but during the second half our busines 
recovered its earlier momentum and we expect 1 
carry forward in 1955.” The second company report 
that its “sales reached their previous peak in Octobi 
of this year.” 


BUSINESS FORECASTS 


(Continued from page 28) 


whole. Business activity is on the upturn and is at 
highest peacetime level in our history. This assures a ec 
tinuing strong domestic demand for the products of 
farms. Agricultural exports are likely to be somewhat highe 

“Net farm income in 1955 is expected to be near t 
year’s total of $12.5 billion. Any reduction which mig 
occur will probably come about as a result of producti 
controls on wheat and cotton, rather than ‘through lows 
prices... ... | 


“T am optimistic about both the short-term and a 


outlook for American agriculture.” : 


Appliances © 


a 


Steel (December 20) —“With the way the economic 7 
are stacked, some appliance makers figure to set reco 2 
in 1955 if they play their hands right... . 
“Dollar for dollar, sales will be up, they say, and so wi 
unit sales—probably about 10% over-all. . . . But risin 
costs and more sales on the lower-priced, less-profitable en 
of the appliance lines will trim profit margins, hold 1955 
profits about equal to 1954’s. And since all manufacturer 
will be trying to sell more units to keep up with shrinkin 
profit margins, increased unit sales will be necessary. . . ; 
“There'll be no big changes in steel buying habits. Th 
trend toward substitute materials to reduce costs will c 
tinue . . . but it will not disturb the over-all amount 0 
steel consumed by appliances. . ; 


“Prices . . . will probably rise gently in 1955. ‘Lead 
appliances will stay low; more de luxe models will get th 
price hikes.” 8 


Rubber 


The Rubber Manufacturers Association (news release 
January 1, 1955) —“Both rubber consumption and produce 
tion of rubber end products will rise in 1955 toward bu 
not quite to the all-time records marked up in 1953. . . 


“Rubber consumption in 1955 will reach or exceed thi 
average yearly consumption in the United States sinc 
1950. The average rubber consumption figure for thos 
years is 1,255,000 long tons. This compares with 1954 an 
ticipated consumption of 1,205,000 long tons.” 
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In the December Management Record 


The Doctrine of Completed Work—Easing the work load of executives can be 
accomplished through proper delegation of authority. Some companies en- 
courage their executives to delegate the “whole job.’’ This means the sub- 
ordinate must make decisions and follow the job. through from beginning to 
end—so a ‘completed package’’ is brought back to the boss for approval or 
rejection. This story examines the advantages to such an approach to dele- 
gation, as well as the difficulties in making such a program work. 


Presupervisory Training—Some companies feel there is a growing need for 
presupervisory training to prepare promising employees for their first super- 
visory positions. Johns-Manville has had such a program for three years in 
one of its plants—and is so satisfied with the results that it is now extending 
the program to other locations. 


Lunchrooms for Executives— Many companies find it advantageous to have sepa- 
rate dining facilities for their executives. Business discussions and enier- 
“tainment of visitors canbe handled more easily in the more intimate atmos- 

phere. Twelve companies that have such lunchrooms have provided a wide 
range of information on the subject. 


The Statistical Division has written two special articles for this issue—‘‘Auto- 
mobile Allowances for Salesmen’”’ and ‘Development of the Market Basket.”’ 
The first is an annual survey of automobile allowances companies pay to their 
salesmen. The other article, the fourth in a series, explains how the market 
basket for the Board’s new consumer price index was developed from a 
survey of consumer spending in 1950. 
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